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FOREWORD  —  .  . 

•>  •,  i^^t 

If,  in  1849,  when  the  Treaty  of  Peac6  Was  sig-hed  be- 
tween the  United  States  and  Mexico,  a.  coalition'  'ofM'h'i 
three  strongest  European  military  powers  had  intervened 
and  exacted  under  threat  of  war,  immediate  retrocession 
of  the  ceded  territories;  if,  a  grateful  Mexico  smarting 
under  her  humiliation  and  thirsting  for  revenge,  handed 
over  these  territories  and  her  two  best  naval  bases  to  the 
leader  of  the  European  coalition,  for  the  sole  purpose  of 
paying  her  debt  and  encompassing  our  downfall,  and  Mexico 
was  immediately  afterwards  flooded  with  a  foreign  army; 
if,  because  of  this,  the  United  States  was  compelled  to 
hastily  adopt  a  Prussian  military  system,  and  wage  a  costly 
and  terrible  war  to  preserve  its  national  existence;  if, 
although  the  victory  was  nominally  ours,  the  enemy  still 
retained  his  strategic  control  over  Southern  Mexico,  and 
from  this  vantage  point  was  strenuously  preparing  for 
another  attack,  forcing  the  United  States,  already  broken 
financially,  to  hypothecate  its  most  valuable  revenues  in 
order  to  provide  the  funds  to  build  up  a  huge  army  and 
navy  and  adopt  militarism  in  its  worst  form,  to  be  always 
alert,  always  prepared  to  face  the  inevitable  second  war  for 
independence ;  if  Mexico  refused  to  heed  our  warnings  or 
act  upon  our  advice  and  seemed  bent  upon  sacrificing  her 
own  independence  in  order  to  gratify  her  revenge  upon  us; 
what  would  be  the  attitude  of  the  United  States  toward 
Mexico? 

If,  through  the  jealousies  of  the  other  Powers,  and  the 
meddlesome  interference  of  a  great  Asiatic  Republic  who 
had  proclaimed  a  special  doctrine  for  the  preservation  of 
her  dominating  position  on  that  continent  and  prohibited 
our  people  from  entering  its  domains,  the  United  States 
was  prevented  from  eliminating  this  menace  to  its  political 
existence;  if,  we  were  opposed  at  every  turn  from  taking 
the  necessary  steps  to  strengthen  our  strategical  frontiers 
and  retain  our  military  position  in  front  of  the  enemy  still 
firmly  entrenched  in  southern  Mexico;  would  the  American 
people  feel  kindly  disposed  toward  the  nation  or  nations 
who,  in  pursuit  of  ideals,  were  condemning  us  to  death? 

If  corrupt  and  inept  Mexican  officials  sold  their  heritage 
to  other  Powers  by  conceding  special  rights  and  privileges, 
naval  bases  and  strategic  railways,  which  undermined  her 


87S8r7 


political  and  administrative  independence;  if  they  had 
mortgaged  the, richest  resources  of  their  country  for  the 
saks  of  filii)ig  tteir  own  pockets  and  maintaining  them- 
selves in  pov^er,  thus  making  our  own  position  more  pre- 
cariou's,.' ^rid-tjien.. stubbornly  rejected  our  demands  for 
concessions  deemed  essential  for  our  own  protection;  if, 
when  all  the  other  Powers  had  at  last  firmly  entrenched 
themselves  in  Mexico,  and  had  closed  the  door  in  their 
respective  spheres,  and  Mexico  still  refused  our  reasonable 
requests  for  compensatory  advantages  that  would  enable 
us  to  strengthen  our  strategical  position ;  if,  the  European 
Powers  then  fell  to  fighting  amongst  themselves  and  we 
found  the  field  clear,  would  we  take  advantage  of  the 
"Opportunity  of  a  Thousand  Years"  and  seize  Mexico  by 
the  throat  and  compel  her,  at  the  point  of  the  bayonet,  if 
necessary,  to  hand  over  the  rights  deemed  essential  to  our 
future  security? 

Would  any  regard  for  basic  principles  of  justice  or 
international  ethics,  deter  us  from  applying  with  all  our 
might,  with  all  our  set-determination,  the  law  of  self- 
preservation  in  such  a  case?  If,  finding  that  she  could 
no  longer  play  one  European  Power  off  against  the  other 
to  preserve  her  independence,  that  they  had  all  recognized 
the  justice  of  our  position,  Mexico  then  turned  to  the 
idealistic  Asiatic  Republic  to  intervene  in  her  behalf,  and 
through  misguided  sympathizers,  interested  or  paid  agi- 
tators, placed  her  one-sided  case  before  the  Senate  of  the 
Asiatic  Republic,  who,  for  purely  domestic  political  reasons 
declared  in  her  favor,  would  we  submit  to  this  unwarranted 
interference  in  a  matter  which  so  vitally  touched  upon  our 
national  existence?  If,  after  having  played  fast  and  loose 
with  all  her  European  friends,  who  refused  to  be  drawn  into 
a  war  with  us,  Mexico  then  concentrated  her  activities  in 
widening  the  breach  between  the  United  States  and  the 
great  Asiatic  Republic,  in  the  hope  of  saving  herself 
through  our  destruction,  would  we  be  any  more  tolerant 
with  her? 

Perhaps  we  would,  and  again,  the  chances  are  that  we 
would  not.  As  long  as  the  meddlesome  politics  of  the 
Asiatic  Senate  went  no  further  than  words,  we  would  smile 
at  its  attempt  to  use  our  purely  private  affairs  as  a  domestic 
political  issue.  If  pressed  too  hard,  the  American  Govern- 
ment would  tell  the  rest  of  the  world  in  no  uncertain 
language   to   mind   its   own   affairs,   that   this   issue   with 


Mexico  was  one  that  solely  concerned  our  own  continent, 
and,  at  all  costs,  at  all  hazards,  we  would  maintain  our 
political  and  strategic  foothold  in  our  neighbor's  territory 
until  our  enemy  had  evacuated  the  southern  half.  Then,  we 
would  exact  iron-clad  guarantees,  not  only  from  Mexico 
but  from  the  officious  Asiatic  Republic,  that  our  national 
existence  would  never  again  be  placed  in  jeopardy  through 
the  weakness,  venality  and  criminal  negligence  of  our 
envious  and  perfideous  neighbor.  If  an  international  guar- 
antee for  our  safety  was  not  forthcoming,  there  would  be 
no  Power  or  combination  of  Powers  that  would  prevent  us 
from  taking  the  necessary  steps  for  the  preservation  of  our 
precarious  independence.  As  long  as  Mexico  refused  to 
place  her  house  in  order,  and  her  very  weakness  and 
disorganization  invited  a  further  invasion  of  our  territory 
by  a  dreaded  enemy,  we  would  stop  at  nothing  to  solidify 
our  position  in  that  country. 

Think  this  over.  Then  run  back  over  the  events  of  the 
past  twenty  years  in  the  Far  East  and  apply  the  comparison 
to  China  and  Japan,  and  we  will  begin  to  have  a  faint  under- 
standing of  the  fundamental  trouble  in  the  Orient.  Instead 
of  Japan,  we  will  find  that  the  disturber  of  the  peace  in  Asia 
is  Russia,  encouraged  by  a  weak,  helpless,  inert  China,  who 
cannot  protect  her  own  independence  or  defend  her  neu- 
trality, a  China  who  always  plays  the  Russian  game. 

The  case  for  China,  was  most  carefully  prepared  and 
placed  before  the  highest  tribunal  of  Western  Civilization. 
The  decision  has  gone  against  her.  Led  and  advised  by  the 
American  Peace  Delegation,  the  Chinese  diplomats  centered 
their  energies  towards  discrediting  Japan.  The  Shantung 
question,  a  minor  and  insignificant  phase  of  the  general 
problem,  was  singled  out  for  settlement  because  of  its  im- 
mediate bearing  on  the  peace  negotiations  with  Germany. 
Japan  was  held  up  before  the  world  as  the  sole  disturber 
of  the  peace  of  the  Far  East.  Chinese-American  diplomacy 
made  the  fatal  blunder  of  presenting  China's  case  before  a 
tribunal  of  three,  in  which  two  of  the  judges  (Great  Britain 
and  France)  had  created  the  precedents  which  Japan  tardily 
followed  to  preserve  her  own  independence,  and,  in  addi- 
tion, were  compromised  to  support  her  claims  at  the  Peace 
Conference.  The  result  was  a  foregone  conclusion.  There 
is  no  appeal  from  the  decision. 

The  validity  of  Japan's  position  in  Shantung  carries 
with  it  the  recognition  of  the  other  treaties  and  notes  ex- 


changed  at  the  same  time,  covering  her  special  interests 
in  Manchuria,  Inner  Mongolia  and  Fukien.  This  official 
recognition  of  the  doctrine  of  spheres  of  special  interest 
must  now  be  extended  to  cover  the  similar  positions  of 
Great  Britain,  France  and  Russia.  The  curtain  has  been 
rung  down  on  the  long,  drawn-out,  dreary  farce  of  the 
Open  Door  in  China.  We  are  out.  The  Door  is  slammed 
to,  banged  and  bolted  in  our  faces.  We  may  still  enjoy 
the  benefits  of  Equal  Opportunity  in  trade  and  industry, 
but  there  is  no  place  in  China  where  American  capital 
may  build  a  railway  calling  for  a  Chinese  Government  loan 
and  guarantee. 

The  Chinese  have  learned  a  lesson.  They  followed  us 
blindly.  They  made  no  move  without  consulting  our  ad- 
vice. They  were  specially  requested  by  the  President  and 
the  Secretary  of  State  to  employ  no  American  advisers  so 
as  to  make  the  task  of  the  American  delegation  easier. 
They  complied.  In  their  minds  the  fight  was  won.  It  was 
in  our  hands.  Up  to  the  last  minute  when  the  decision 
had  gone  against  them,  their  visionary  American  counsel- 
lors in  Paris  were  cabling  Peking  "To  Stand  firm,  Victory 
is  in  sight."  We  led  them  to  the  highest  pinnacle  of  hope 
and  then  shoved  them  over  the  precipice. 

President  Wilson  believes  that  China's  rights  are  fully 
protected  under  the  Covenant  of  the  League  of  Nations. 
The  provisions  of  Article  XX  declaring  null  and  void  all 
treaties  and  understandings  inconsistent  with  the  sov- 
ereignty of  the  Member  States,  are  expected  to  restore 
China's  lost  rights.  But  these  promises  are  qualified  by 
the  provisions  of  Article  XXI,  recognizing  the  validity  of 
regional  understanding  based  on  the  maintenance  of  peace. 
All  the  interlocking  alliances  and  covenants  between  the 
European  Powers  and  Japan  covering  their  special  inter- 
ests and  rights  in  China  were  primarily  entered  into  for 
the  maintenance  of  the  peace  of  the  Far  East.  They  are 
regional  understandings  in  the  full  sense  of  the  word,  and 
come  under  the  meaning  of  the  clause.  In  our  determina- 
tion to  have  the  Monroe  Doctrine  written  into  the  Cove- 
nant we  must  now  recognize  the  validity  of  those  other 
regional  understandings  which  vitiate  the  essence  of  the 
Open  Door  Doctrine. 

President  Wilson  furthermore  clings  to  the  hope  that 
the  spheres  of  interest  in  China  may  be  eliminated  through 
the  operation  of  the  new  International  Consortium  called 
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into  being  at  his  invitation  for  the  future  financing  of 
China.  Once  more,  his  Utopian  dreams  bear  no  relation 
to  the  practical  and  political  problems  involved.  He  is 
trying  to  solve  one  of  the  most  complicated  problems  in 
the  world  without  a  full  knowledge  of  the  facts.  He  fails 
to  grasp  that  nearly  all  the  woes  and  troubles  of  China  dur- 
ing the  past  twenty  years  are  directly  traceable  to  the  inter- 
vention of  international  finance  in  the  affairs  of  that  coun- 
try. His  proposed  plan  for  the  internationalization  of 
Chinese  railways  cannot  be  carried  into  operation.  All  the 
financial  agreements  in  the  world  cannot  now  solve  this 
Chinese  puzzle. 

The  story  of  the  break-down  of  the  Open  Door  Policy 
is  one  largely  interwoven  with  the  railway  intrigues  and 
concessions  of  the  Powers  in  China.  Unless  the  problem 
is  thoroughly  understood,  it  will  be  impossible  to  arrive 
at  any  satisfactory  arrangement  beneficial  to  American 
prestige  and  the  advancement  of  our  commercial  interests 
in  the  Orient. 

It  is  impractical  within  the  scope  of  this  work  to  pub^ 
lish  the  mass  of  detail  information  on  which  the  state- 
ments contained  herein  are  based.  Only  the  high  points 
of  the  story  are  touched  upon.  Some  of  the  most  impor- 
tant facts  have  come  within  the  personal  experience  of 
the  writer,  and  are  here  presented  for  the  first  time.  Much 
of  the  information  has  appeared  at  various  times  in  The 
Far  Eastern  Revieiv.  To  arrive  at  the  truth,  it  has  been 
necessary  to  throw  away  all  reserve  and  disclose  facts 
which  may  be  unpalatable  to  those  concerned.  However, 
only  by  a  full  and  frank  exposition  of  the  situation  may 
the  American  people  understand  the  inner  workings  of 
policies  that  have  brought  China  to  her  present  unhappy 
condition.  China  herself  is  primarily  to  blame,  in  refus- 
ing to  place  her  house  in  order  and  assume  her  share  of 
the  responsibility  for  the  maintenance  of  the  peace  of 
Asia.  China's  weakness  is  the  sole  menace  to  peace,  and 
the  time  will  come  when  this  fundamental  truth  will  be 
realized,  and  a  stop  put  to  the  constant  agitation  against 
Japan.  We  must  try  and  see  behind  the  screen  and  ana- 
lyze the  outward  manifestations  of  policies  that  appear 
to  us  as  acts  of  pure  aggression,  when  they  are,  in  reality, 
the  logical  expressions  of  the  law  of  self-preservation,  a 
law  that  we  have  laid  down  for  our  own  protection  and 
security,  and  invoked  by  all  the  Great  Powers  as  the  basis 
of  their  independence. 


CREATION  OF  SPHERES  OF  INTEREST 

The  fundamental  problem  of  Asia  has  been,  is  and 
always  will  be — RUSSIA.  Russia  can  no  more  keep  her 
hands  off  other  people's  territory  than  a  cat  can  keep  away 
from  a  canary-bird.  Her  one  fixed  idea  was  to  oust  Eng- 
land from  India,  dominate  China  and  place  Japan  in  vas- 
salage. It  was  a  big  job,  but  she  never  wavered.  Checked 
temporarily  at  one  point,  she  awaited  her  opportunity  and 
planted  her  paw  down  in  another.  She  never  overlooked 
an  opening.  For  half  a  century  her  energies  had  been  ex- 
erted in  Persia,  Central  Asia  and  Afghanistan,  hammering 
away  at  the  outposts  of  India,  confident  that  when  the 
time  was  ripe,  she  could  reach  out  her  hand  in  the  East 
and  take  what  she  wanted  without  opposition.  Her  domi- 
nating position  in  that  quarter  was  never  questioned.  But 
before  she  was  ready,  before  the  Trans-Siberian  railway 
was  completed,  little  Japan  attacked  the  Chinese  giant  and 
won  the  war  in  a  walk.  A  new  Power  had  arisen  in  the 
East.  China  was  humbled  and  made  to  recognize  the  inde- 
pendence of  Korea  and  cede  to  Japan  the  southern  part 
of  the  province  of  Fengtien,  the  Island  of  Formosa  and 
the  Pescadores  Group,  and  pay  an  indemnity  of  two  hun- 
dred million  taels.  Russia  was  caught  napping.  Japan 
had  forestalled  her  in  China  and  interfered  with  her  plans. 
She  therefore  persuaded  France  and  Germany  to  stand 
with  her  to  make  Japan  disgorge.  A  Russian  admiral  laid 
his  sword  across  the  treaty,  and  Japan  was  compelled  to 
bow  to  superior  force,  surrender  the  fruits  of  her  victory 
over  China  and  retire  from  the  mainland.  The  history  of 
intrigues  and  broken  promises  surrounding  the  activities 
of  international  finance  in  carrying  out  Foreign  Office  poli- 
cies for  the  creation  of  spheres  of  special  interest  in  China 
commences  at  this  point. 

The  story  of  the  first  breach  of  faith  in  a  business  deal 
over  China  can  best  be  told  by  Mr.  E.  J.  Dillon,  the  cele- 
brated authority  on  Russian  affairs,  who  reveals  in  "The 
Eclipse  of  Russia"  the  inside  facts  of  Germany's  descent 
upon  Kiaochao.  It  was  told  to  Dillon  by  DeWitte,  who  as- 
sumed all  responsibility  for  originating  the  idea  of  depriv- 
ing Japan  of  the  fruits  of  her  victory  over  China  in  1895, 
and  of  personally  requesting  the  German  and  French  gov- 


ernments  to  join  him  in  compelling  Japan  to  let  go  her  hold 
on  the  mainland.     He  adds : 

"Germany  regarded  the  arrangements  as  a  business 
proposition  and  was  determined  to  charge  both  China  and 
Russia  a  reasonable  price  for  the  service  rendered.  When, 
therefore,  the  Tzar's  government  contemplated  the  open- 
ing of  a  Russo-Chinese  Bank,  which,  it  was  anticipated, 
would  acquire  control  of  the  principal  economic  and  finan- 
cial resources  of  the  Celestial  Empire,  Germany  insisted  on 
going  halves  with  her  neighbor  and  supplying  a  propor- 
tionate share  of  the  capital.  Negotiations  were  subsequent- 
ly opened  with  the  Russian  Foreign  Office  which  gave  the 
proposals  "its  careful  and  favorable  consideration."  But 
while  the  terms  were  being  solemnly  discussed  between 
Petersburg  and  Berlin  and  suasion  was  apparently  making 
a  breach  in  Russia's  opposition,  it  was  suddenly  announced 
that  the  Russian  Ministry  of  Finance  had  on  its  own  initia- 
tive furnished  the  entire  capital  and  was  no  longer  open 
to  offers  on  the  subject But  the  German  gov- 
ernment was  not  thus  to  be  cheaply  fed  on  fiction.  It  re- 
solved to  bide  its  time  and  have  its  innings  before  the 
match  was  over.  And  the  leasing  of  Kiaochao  was  the 
result." 

The  rest  of  the  story  is  a  striking  revelation  of  the 
old  diplomacy;  how  two  autocrats  with  huge  armies  at 
their  beck  and  call  calmly  disposed  of  the  territories  of 
weaker  nations.  This  initial  breach  of  faith  on  the  part 
of  Russia  in  a  business  deal  with  Germany  was  therefore 
the  direct  cause  of  the  attack  on  the  sovereignty  of  China, 
resulting  in  the  forced  lease  of  Kiaochao  for  a  term  of  99 
years.  To  make  sure  that  no  other  nation  should  share 
in  the  spoils  of  Shantung,  Germany  applied  the  policy  of 
the  closed  sphere. 

The  above  incident  is  generally  accepted  as  the  origin 
of  a  policy  that  has  brought  about  the  complete  humilia- 
tion of  China  and  blocked  the  way  towards  equal  oppor- 
tunity for  all  nations  in  the  development  of  her  resources. 
It  is,  however,  unfair  to  shoulder  all  the  blame  on  Ger- 
many. The  Kiaochao  Convention  was  the  logical  sequence 
to  Russia's  duplicity,  following  several  previous  agreements 
for  the  partial  development  and  recognition  of  special  rights 
in  various  sections  of  China  for  the  exclusive  benefit  of 
other  Powers.  The  Germans  simply  went  a  step  further 
and  created  a  closed  sphere  for  their  capital  and  enter- 


prise  in  the  province  of  Shantung.  The  Russians  had  set 
the  pace  in  Manchuria  in  the  Chinese  Eastern  Railway 
agreement ;  Germany,  not  to  be  outdone,  demanded  equality 
in  special  favors. 

China  had  been  slowly  disintegrating  ever  since  she 
ceded  to  Russia  the  Amursk  and  Maritime  Provinces  in 
1858  and  1860.  The  Franco-Chinese  treaty  of  1885  will 
disclose  that  British  interests  were  seriously  impaired  by 
discriminating  duties  in  favor  of  France  and  French  in- 
dustries were  favored  in  the  construction  of  railways  in 
the  south  of  China.  Tonkking  and  Annam  had  been  an- 
nexed. Great  Britain  retaliated  by  taking  over  Burma  in 
1886,  and  Sikkim  in  1890.  In  1895,  France  secured  the 
right  to  extend  the  Annam  railways  into  Chinese  territory ; 
in  1897,  the  concession  for  the  Yunnan  line.  In  the  same 
year  she  originated  the  non-alienation  or  sphere  of  in- 
fluence doctrine  by  forcing  China  to  declare  thai;  she  would 
never  cede  the  island  of  Hainan  to  a  foreign  Power.  Great 
Britain  and  France  had  arrived  at  a  mutual  agreement 
in  1896  covering  their  participation  in  the  creation  of  in- 
dustries and  the  construction  of  railways  in  Yunnan.  Rus- 
sia had  been  very  busy  in  the  north  after  the  Sino- 
Japanese  war  collecting  payment  from  China  for  keeping 
Japan  out  of  Manchuria. 

The  secret  Cassini  Convention  entered  into  in  1895,  fol- 
lowing the  Shimonoseki  Treaty  and  the  Imperial  Rescript 
surrendering  Japan's  position  in  Liaotung,  was  the  start- 
ing point  of  China's  troubles.  It  was  an  open  payment 
by  China  to  Russia  for  compelling  Japan  to  forego  the 
fruits  of  her  victory.  It  was  China's  revenge.  She  opened 
her  doors  to  the  armies  of  the  Czar  and  paved  the  way  for 
the  subjugation  of  Japan.  Not  only  did  China  consent  to 
the  leasing  of  Kiaochao  to  Russia  as  a  naval  base,  but  the 
undisputed  possession  of  Port  Arthur  and  Talienwan 
(Dalny)  in  the  event  that  Russia  became  engaged  in  hos- 
tilities with  any  other  Power.  There  was  only  one  inter- 
pretation to  be  placed  on  these  moves.  Japan  was  to  be 
crushed ;  punished  for  daring  to  interfere  with  Russia's 
self-imposed  monopoly  of  subjugating  the  peoples  of  the 
Asiatic  mainland.  Russia's  breach-of-faith  with  her  Ger- 
man partner  (who  made  her  protest  against  the  Shi- 
monoseki Treaty  effective) ,  determined  the  latter  to  fore- 
stall her  in  Kiaochao.  China  would  have  gladly  handed 
over  this  important  harbor  and  potential  naval  base  to  her 
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great  and  good  friend,  Russia,  in  order  to  facilitate  the 
latter's  attack  upon  Japan  and  gratify  her  desire  for  re- 
venge. Germany's  prompt  and  dramatic  move  in  stealing 
a  march  on  her  perfidious  Ally  obtained  for  her  the  99 
year  leasehold  on  this  coveted  strategical  position.  In  our 
haste  to  condemn  Germany  and  throw  stones  at  Japan  let 
us  not  forget  this  initial  compact  between  China  and  Rus- 
sia which  compelled  the  other  Powers  to  move  at  once  to 
protect  themselves.  It  may  be  true  that  China  had  a  per- 
fect right  to  cede  her  possessions  to  Russia,  but  when  the 
exercise  of  this  prerogative  becomes  a  direct  menace  to 
the  political  existence  of  her  neighbors,  it  may  be  indulged 
in  only  at  the  peril  of  immediate  reprisals.  Mexico,  in  the 
full  enjoyment  of  her  sovereign  powers,  may  be  justified 
in  ceding  a  naval  station  to  a  foreign  nation  in  some  of 
the  Lower  Californian  bays.  The  Central  or  South  Ameri- 
can States  may,  with  equal  right,  convey  similar  privileges 
that  might  become  a  strategic  menace  to  the  American  de- 
fense of  the  Panama  Canal,  but  no  explanation  these  gov- 
ernments could  give,  would  deter  the  United  States  from 
placing  a  peremptory  veto  on  the  transfer  and  of  exacting 
compensatory  damages  and  guarantees  for  their  future 
good-behavior. 

For  over  a  century,  the  full  weight  of  Britain's  dip- 
lomacy, and  at  times,  her  military  and  naval  power,  had 
been  exerted  in  blocking  Russia's  designs  to  oust  her  from 
India  and  obtain  an  ice-free  port  on  the  coasts  of  Asia.  Yet 
here  was  China,  smarting  under  her  humiliation  at  the 
hands  of  Japan,  gleefully  handing  over  her  three  choicest 
ports  in  North  China  to  the  dreaded  and  avowed  enemy  of 
England.  Experience  had  taught  England  that  when  Rus- 
sia moved  in  Asia,  it  behooved  her  to  act  quickly.  Japan 
could  do  nothing.  The  coalition  against  her  was  too  power- 
ful. She  could  only  sit  by  and  watch  the  preparations  be- 
ing made  for  her  funeral.  Her  only  friend  was  England, 
whose  vital  interests  were  also  placed  in  jeopardy  by  the 
folly  of  China.  This  fundamental  truth  must  never  be  lost 
sight  of  in  attempting  to  understand  the  subsequent  moves 
of  the  Powers  in  China.  This  is  the  beginning;  the  key 
to  the  puzzle. 

Great  Britain  had  declared  that  any  Power  which  con- 
ceded Russia's  right  to  a  port  on  the  Persian  Gulf,  would 
be  considered  as  an  enemy.  Britain  would  go  to  war  im- 
mediately to  protect  this  strategical  approach  to  India  from 
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its  weakest  and  most  vulnerable  side.  Russia  on  the  Per- 
sian Gulf,  or  in  the  Pacific,  meant  that  the  day  must  come 
when  England  would  have  to  fight  for  the  existence  of  her 
Empire.  When  China  opened  her  doors  and  invited  Russia 
down  to  the  warm-water  ports  of  the  Yellow  Sea,  she  placed 
herself  on  the  side  of  England's  enemy.  She  became  an 
ally  of  Russia. 

When  Russia  moved,  her  French  Ally  moved  with  her. 
The  treaties  amply  prove  that  there  existed  a  decided  ten- 
dency to  create  and  preserve  preferred  spheres  in  other 
parts  of  China  before  Germany  applied  the  "Mailed  Fist" 
at  Kiaochao.     Britain  was  entrenched  at  Hongkong.     The 
French    non-alienation     agreement    covering    Hainan    of 
March,  1897,  was  only  the  corollary  of  her  Ally's  moves  in 
the  North.    China  was  caught  in  the  Franco-Russian  trap, 
which  caused  Great  Britain  to  demand  the  non-alienation 
declaration  creating  the  Yangtsze  Valley  sphere  in   Feb- 
ruary, 1898.    It  has  been  urged  that  the  declared  intention 
of  Germany  to  demand  Kiaochao,  precipitated  the  British 
move    in   the    Yangtsze.      If   we    can    visualize   the   great 
struggle  being  waged  at  that  time  with  India  for  the  prize, 
and  the  elimination  of  England  from  Asia,  the  picture  will 
disclose  that  when  China  gave  her  two  best  northern  har- 
bors to  Russia,  and  France  obtained  recognition  of  her  posi- 
tion in  Hainan,  Hongkong  was  placed  between  England's 
two  most  powerful  enemies.     "It  is  from  jealousy  of  India 
and  to   impair   the   position   which   India   gives  to   Great 
Britain  in  the  Far  East  that  France  has  again  embarked 
upon  an  Asiatic  career,  and  is  advancing  from  the  south- 
east with  steps  that  faithfully  correspond  with  Russia  upon 
the  northwest,"  wrote  Lord  Curzon  in  1900.     The  prece- 
dent for  the  creation  of  spheres  of  influence  was  there- 
fore created  by  France  several  months  before  the  German 
missionaries  were  murdered  in  Shantung.    When  Germany 
obtained  Kiaochao,  France  followed  by  exacting  from  China 
a  further  non-alienation  agreement  covering  South  China. 
Eight  days  later  (April  18,  1898),  Great  Britain  supported 
Germany's  rights  in  Shantung  by  renouncing  all  intention 
of  connecting  Weihaiwei   by   railway  with  the   Shantung 
hinterland,  thus  conceding  to  Germany  a  monopoly  in  the 
exploitation  of  that  province.     The  week  following,  after 
all  the  other  Great  Powers  had  delimited  their  strategical 
positions,  Japan,  supported  by  Great  Britain,  obtained  the 
non-alienation     declaration     embracing    the     province     of 
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Fukien,  which  not  only  protected  her  position  in  the  Island 
of  Formosa,  but  interposed  an  additional  buffer  between 
Russia  on  the  north  and  France  on  the  south.  On  June  9, 
Great  Britain  demanded  and  obtained  the  lease  to  the 
Kowloon  Territory.  The  inability  of  China  to  defend  her 
neutrality,  compelled  Great  Britain  to  exact  this  lease  as 
the  only  protection  to  Hongkong  against  a  land  bombard- 
ment in  the  event  of  hostilities.  On  Jyly  1,  she  obtained 
the  lease  to  Weihaiwei,  where  her  fleet  had  been  anchored 
since  Russia  swaggered  into  Port  Arthur  across  the  strait. 
Keep  in  mind  the  fundamental  facts  about  Russia  and 
the  subsequent  events  are  entirely  comprehensible. 

It  is  of  special  interest  to  Americans  to  note  that  these 
moves  on  the  Asiatic  chessboard  interpreted  as  the  spolia- 
tion of  China,  occurred  when  the  United  States  was  en- 
gaged in  war  with  Spain,  which  terminated  by  our  tak- 
ing over  the  Philippines,  annexing  Porto  Rico  and  extend- 
ing a  protectorate  over  Cuba.  We  invoked  the  law  of  self 
preservation  in  our  treaty  with  Spain,  by  making  it  impos- 
sible in  the  future  for  any  other  Power  to  obtain  a  foot- 
hold in  these  strategic  Isles  of  the  Caribbean,  and  so 
menace  our  own  security.  We  applied  the  same  law  laid 
down  by  Japan  after  her  victory  over  China.  But  a  coali- 
tion of  the  three  strongest  European  military  Powers  de- 
termined on  subjugating  Japan,  intervened  and  deprived 
her  of  the  legitimate  fruits  of  victory.  Japan  was  not  to 
be  permitted  to  defend  herself.  She  was  to  be  the  vic- 
tim, as  soon  as  Russia  was  ready  to  move. 

Now  let  us  suppose  that  the  same  coalition  had  denied  to 
the  United  States  the  right  to  take  over  the  islands  in  the 
Caribbean,  in  order  to  later  on  seize  and  convert  them  into 
bases  for  an  attack  upon  our  shores ;  what  would  the  peo- 
ple of  the  United  States  have  done  under  the  circumstances  ? 
It  is  well  to  remember  that  had  it  not  been  for  Great 
Britain,  this  coalition  might  have  been  successfully  formed, 
but  the  game  could  not  be  played  on  this  side  of  the  ocean, 
where  the  military  Powers  had  to  face  the  opposition  of 
Britain's  preponderating  naval  power.  If  they  had  had 
their  way  the  United  States  would  never  have  been  per- 
mitted to  apply  the  law  of  self  preservation  in  its  treaty 
with  Spain.  It  is  certain  that  the  United  States  could  not 
have  gone  to  war  in  1898  with  the  three  greatest  military 
Powers,  without  inviting  defeat  and  loss  of  valuable  ter- 
ritories.   If  Great  Britain  had  failed  to  stand  in  the  breach, 

13 


and  the  United  States  compelled  to  submit  to  an  unjust 
demand  for  a  surrender  of  the  fruits  of  victory,  would 
we  have  gone  to  sleep,  trusting  that  our  European  enemies 
meant  no  further  harm  to  us,  or,  would  we  have  read  aright 
the  handwriting  on  the  wall  and  redoubled  our  efforts  to 
place  the  nation  on  a  war  footing?  Would  we  not  have 
resented  this  interference  in  our  affairs  and  embarked  im- 
mediately upon  a  huge  naval  and  military  program  that 
would  assure  to  us  our  national  existence? 

And  yet,  after  having  escaped  from  the  jaws  of  the 
trap,  and  our  Government  had  time  to  again  attend  to  for- 
eign affairs,  its  first  step  was  to  wander  into  the  field  of 
Asiatic  politics  and  attempt  to  dictate  to  Great  Britain 
and  Japan  what  they  should  do  when  their  independence 
was  placed  in  jeopardy  through  the  workings  of  this  same 
military  coalition.  The  general  disorganization  of  the 
Chinese  Empire  was  paving  the  way  for  the  subjugation 
of  Japan  and  the  ousting  of  Britain  from  India,  compelling 
these  Powers  to  move  quickly  to  defend  themselves  against 
the  menace  of  Russia.  The  life  of  Japan  hung  in  the  bal- 
ance. If  Japan  went  under  in  the  forthcoming  trial  of 
strength,  Russia  would  dominate  Asia,  China  would  have 
passed  under  her  sway,  and  the  fate  of  India  sealed. 

The  American  government  made  no  move  for  the  preser- 
vation of  China's  integrity  when  Russia  planted  her  paw 
in  Manchuria  and  received  special  trade  and  tariff  privileges 
from  China.  There  was  no  outcry  of  indignation  at  this 
open  military  occupation  of  China  under  cover  of  peaceful 
penetration  designed  to  provide  Russia  with  an  impreg- 
nable position  for  the  annihilation  of  little  Japan.  The 
censure  of  the  world  has  fallen  upon  Germany  for  her  ap- 
plication of  Might  at  Kiaochao,  but  no  publicist  or  states- 
man has  ever  invited  attention  to  the  causes  leading  up  to 
this  incident,  nor  have  they  ever  uttered  one  word  of  honest 
disapproval  of  the  slippery,  despicable  deal  between  China 
and  Russia  which  plunged  the  Far  East  into  the  horrors 
of  the  Russo-Japanese  war,  with  its  aftermath  of  intrigue 
and  trouble.  Not  a  hand  was  lifted  by  the  great  Christian 
nations  of  the  West  to  impede  Russia's  feverish  prepara- 
tions within  the  territory  of  her  secret  Ally  to  crush  Japan. 
The  terms  of  the  secret  treaty  and  the  conditions  of  the 
Chinese  Eastern  Railway  agreement  were  known.  Japan 
was  to  be  the  victim,  yet  only  one  Power  recognized  the 
menace,  and  held  out  the  hand  of  sympathy  and  promise 
of  assistance. 
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"It  is  doubtful  whether  a  more  astute  document  has 
ever  been  drawn  up  and  it  is  truly  remarkable  that  the 
treaty  in  question  should  have  been  in  existence  for  close 
on  three  years  without  evoking  a  protest  from  any  of  the 
other  countries  affected.  The  granting  of  the  reduction 
in  the  duties  payable  on  goods  imported  from  Russia  in- 
troduces the  principle  of  preferential  rates  into  Chinese 
commerce,  and  should,  one  would  suppose,  have  elicited  a 
prompt  remonstrance  at  least  from  Great  Britain  and  the 
United  States.  The  agreement  does  not,  however,  appear 
to  have  attracted  more  than  a  passing  attention,"  wrote 
Krausse  in  his  book,  "Russia  in  Asia"  in  1899.  Naturally, 
the  world  was  then  dealing  with  the  most  arrogant  absolute 
autocracy  and  most  powerful  military  nation  of  modern 
times,  who  would  have  resented  any  interference  with  its 
plans  in  Asia.  France  was  Russia's  Ally,  Germany  a  secret 
friend,  Britain  could  not  risk  the  inevitable  humiliation 
of  a  diplomatic  rebuff,  so  it  was  left  for  the  United  States 
to  intrude  idealistic  principles  into  a  problem  that  had  no 
solution  except  a  resort  to  arms. 

Waiting  until  Germany  had  forestalled  Russia  in  Kiao- 
chao,  the  American  Secretary  of  State  hastened  to  lay 
down  a  new  doctrine,  that  would,  it  was  hoped,  guarantee 
the  independence  of  China  and  establish  the  principle  of 
equal  opportunity  in  the  trade  and  industry  of  that  na- 
tion. Engrossed  with  the  life  and  death  game  on  the 
Asiatic  chessboard,  the  other  Powers,  subscribed  to  the 
doctrine  but  placed  their  own  meaning  on  the  wording  of 
the  correspondence.  The  principle  of  equal  trade  oppor- 
tunity was  readily  accepted,  but  not  permitted  to  inter- 
fere with  or  impair  the  strategic  policies  deemed  essential 
for  the  proper  defense  of  their  territories.  Russia,  despite 
her  perfunctory  acceptance  of  the  principle  never  once  al- 
lowed it  to  interrupt  her  special  trade  privileges,  nor  did 
the  political  side  of  the  policy  relating  to  the  maintenance 
of  the  independence  of  China,  prohibit  Russia  from  em- 
ploying China's  territory  as  the  base  for  her  designs  upon 
Japan.  The  trade  feature  of  the  Open  Door  doctrine  was 
therefore  a  farce  from  the  very  beginning ;  from  the  politi- 
cal viewpoint  it  attempted  to  guarantee  the  integrity  of 
a  nation  that  had  voluntarily  handed  over  its  territory  and 
parted  with  its  sovereignty  in  its  intense  desire  for  revenge 
upon  Japan.  Ignoring  the  real  significance  of  the  struggle 
for  empire  in  Asia,  the  American  government,  therefore, 
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interfered  with  the  vital  policies  of  nations  lining  up  for 
battle.  The  time  to  have  enforced  the  Open  Door  doctrine 
was  before  1904,  before  Japan  was  called  upon  to  fight 
the  battle  of  her  existence  with  Russia.  A  selfish  altruis- 
tic policy  that  could  not  and  did  not  preserve  Japan  from 
attack  by  Russia  through  the  territory  of  the  nation  the 
policy  was  created  to  benefit,  is,  on  analysis,  no  policy  at 
all,  but  a  stratagem  that  worked  out  to  the  benefit  of  Rus- 
sia. There  is  no  use  for  Americans  to  invoke  the  prin- 
ciples of  the  Open  Door  at  this  late  date  against  Japan. 
Had  it  not  been  for  Japan  in  1904,  there  would  be  nothing 
left  to  worry  about,  and  it  ill  becomes  Americans  to  criti- 
cize her  every  move  when  they  never  occupied  themselves 
with  Russia.  If  the  Door  is  open,  it  is  because  of  the 
Anglo-Japanese  Alliance,  and  not  to  any  exertion  of  the 
United  States.  It  remained  for  one  great  firm  of  Ameri- 
can bankers  to  contribute  to  Japan's  success  through  the 
raising  of  a  loan  in  this  country.  It  was  our  one  and  only 
material  subscription  toward  the  maintenance  of  our  pet 
policy,  and  then  indirectly,  in  order  to  register  the  un- 
dying hatred  of  a  race  who  have  suffered  untold  horrors  and 
persecutions  at  the  hands  of  the  Russians.  The  American 
people  can  thank  the  firm  of  Kuhn,  Loeb  &  Company  for 
the  one  contribution  that  has  been  made  by  this  country 
for  keeping  the  Door  open  in  China.  To  our  ignoring  of 
these  fundamental  truths  and  our  constant  meddling  in 
the  affairs  of  Asia,  is  traceable  the  gradual  undermining 
of  our  policy  and  final  diplomatic  defeat  at  Paris. 

II 
THE  STORY  OF  THE  RAILWAYS 


Alleged  British  Breach-of-Faith  With  Germany 


The  Hukwang  Imbroglio 

Previous  to  1898,  the  leading  British  and  German  banks 
in  China  operated  under  an  agreement  to  pool  all  Chinese 
government  loans  and  transactions.  This  was  abrogated 
in  1898  as  far  as  railways  were  concerned.  In  September 
of  the  same  year,  the  two  groups  signed  another  pact  defin- 
ing their  respective  spheres  of  railway  activity  in  China, 
Germany  binding  herself  to  remain  in  Shantung  and  the 
territory  north  of  the  Yellow  River  and  recognized  Great 
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Britain's  special  position  in  the  Yangtsze  Valley.  The  Ger- 
mans assert  that  although  the  railway  alliance  was  abro- 
gated in  1898,  a  special  working  agreement  covering  general 
Chinese  government  business  was  preserved,  and  faithfully 
adhered  to  by  both  parties  until  1905. 

At  this  time,  the  campaign  in  China  for  the  "recovery 
of  sovereign  rights"  was  in  full  swing.  The  ire  of  the 
people  had  been  directed  against  the  American-China 
Development  Company  for  permitting  the  majority  of  its 
shares  and  administrative  control  to  pass  into  the  hands 
of  the  Belgians,  The  Chinese  clamored  for  the  cancellation 
and  surrender  of  the  Canton-Hankow  railway  concession, 
and,  in  order  to  preserve  friendly  relations,  the  Americans 
finally  acceded  to  their  wishes.  China  required  the  sum 
of  $6,500,000  to  indemnify  the  Americans  for  the  work 
already  completed,  and  for  loss  of  prospective  profits. 

The  following  story  was  told  to  me  by  Mr.  Figge,  the 
Shanghai  manager  of  the  Deutsche-Asiatische  Bank,  in 
September,  1914 : 

"Viceroy  Chang  Chih-tung,  who  had  charge  of  the  Can- 
ton-Hankow redemption  negotiations  for  the  Central  Gov- 
ernment had  no  funds  to  pay  the  Americans  for  the  surren- 
der of  the  concession.  He  approached  the  manager  of  the 
Deutsche-Asiatische  Bank  at  Hankow  for  a  loan.  Faithful 
to  the  working  agreement  existing  between  the  two  groups, 
he  immediately  conferred  with  his  British  colleague.  It 
was  decided  to  hold  off  the  Viceroy  for  a  few  days  until 
the  matter  could  be  placed  before  the  head  managers  of 
the  banks  at  Peking.  The  German  then  travelled  to  the 
capital  and  the  deal  was  fully  discussed  and  the  details 
arranged.  He  then  returned  to  Hankow  to  conclude  the 
transaction,  confident  that  the  loan  was  to  be  a  joint  Anglo- 
German  enterprise.  On  his  arrival,  about  a  week  later,  he 
learned  to  his  surprise,  that  the  loan  had  been  taken  out  of 
the  hands  of  the  Banks  and  signed  with  the  Hongkong 
Colonial  Government.  This,  therefore,  was  a  gross  breach- 
of-faith  on  the  part  of  the  British.  Only  by  placing  the 
loan  through  the  Colonial  Government  could  the  Hongkong 
and  Shanghai  Bank  escape  its  obligation!'  ten  share  the 
business  with  the  Germans.  To  preserve  their  supremacy 
in  the  Yangtsze,  the  British  hurriedly  turned  over  the  deal 
to  the  Hongkong  Government  to  avoid  the  transaction  going 
through  as  a  business  proposition.  This  is  the  explanation 
why  the  Hongkong  Government,  to  the  surprise  of  everyone 
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in  China,  entered  the  banking  field  and  took  over  a  Chinese 
loan." 

It  is  a  matter  of  record  that  there  existed  a  close  alliance 
between  the  two  banks;  that  the  British  official  financial 
institution  had  German  directors  on  its  board  up  to  the 
outbreak  of  the  war,  and  the  Hongkong  Government  took 
over  a  loan  that  in  the  ordinary  course  of  business  should 
have  been  transacted  through  the  banks.  As  the  Germans 
employ  this  alleged  breach-of-f  aith  on  the  part  of  the  British 
bank  to  justify  their  retaliation  in  1909,  and  assuming  that 
their  story  is  true,  there  is  only  one  explanation.  The 
Americans  had  unwittingly  played  into  Russia's  hands.  By 
handing  over  control  of  the  Canton-Hankow  shares  to  the 
Belgians,  already  in  possession  of  the  northern  half  of  the 
line  from  Hankow  to  Peking,  a  clear  road  was  opened  for 
Russia  to  join  hands  with  her  French  Ally  on  the  south 
through  the  concessions  of  their  Belgian  partner.  Under 
no  condition  could  Great  Britain  permit  the  Canton-Hankow 
line  to  remain  in  the  hands  of  the  Belgians,  and,  when  the 
latter  insisted  upon  taking  over  administrative  control,  the 
campaign  was  initiated  which  resulted  in  the  Americans 
being  ousted,  and  the  rights  secured  for  British  capital. 
There  was  only  one  way  this  could  be  done  without  dividing 
the  line  with  the  Germans,  The  Hongkong  Government 
entered  the  banking  field  and  advanced  the  immediate  loan, 
while  the  British  Consul  General  at  Hankow  obtained  the 
promise  of  the  Viceroy  that  British  capital  would  have  the 
right  to  provide  the  funds  in  the  event  that  foreign  capital 
became  necessary  to  complete  the  railway.  A  banking 
agreement  had  to  be  sacrificed  to  the  higher  interests  of 
the  empire. 

The  above  incident  is  the  prologue  to  the  subsequent 
Hukwang  intrigues.  That  phase  of  the  situation  bearing 
on  the  creation  of  a  railway  monopoly  in  the  Yangtsze 
Valley  and  its  relation  to  the  surrender  of  the  American 
Canton-Hankow  concession  will  be  dealt  with  later.  It  is 
necessary  to  first  follow  the  Hukwang  incident  to  the  end. 
After  the  expiration  of  three  years,  when  it  became  evident 
that  the  Chinese  could  not  finish  the  line  with  their  own 
capital,  the  Viceroy  complied  with  his  promise  and  applied 
to  the  British  for  a  loan  for  that  purpose. 

The  representative  of  the  British  financial  institution 
insisted  on  terms  considered  by  the  Chinese  as  excessive, 
and  according  to  their  version  of  the  incident,  he  further- 
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more  gave  the  Viceroy  to  understand,  that  if  they  were 
not  accepted,  it  would  be  impossible  for  the  Chinese  Govern- 
ment to  raise  the  funds  elsewhere.  The  Viceroy  was  deeply 
offended  and  refused  to  consider  further  dealings  with  the 
British.  He  then  turned  to  the  German  Bank  who  met  his 
ideas  in  the  matter  of  control  and  supervision  of  expendi- 
tures, and  a  loan  agreement  for  the  Canton-Hankow  line 
was  signed.  The  Chinese  contend  that  they  had  fully  com- 
plied with  their  obligations  to  the  British  and  were  at  liberty 
to  negotiate  with  the  Germans  or  any  one  else  who  gave 
them  better  terms.  The  Germans  had  been  waiting  for  the 
opportunity  to  retaliate,  and,  in  signing  the  Canton-Hankow 
agreement,  deliberately  broke  their  pact  which  recognized 
the  British  position  in  the  Yangtsze.  This  was  the  German 
''come-back"  for  the  British  "breach-of-faith"  in  1905.  The 
Hukwang  imbroglio  was  initiated.  Spurred  by  the  force 
of  public  opinion  to  act,  the  British  Government  entered 
a  forcible  protest  against  the  German  loan  and  insisted  on 
China's  compliance  with  her  promise  that  the  line  should 
be  financed  by  their  interests. 

A  compromise  was  then  effected,  and  the  French  admit- 
ted into  the  pool  as  partners  of  the  British  under  the  terms 
of  the  1905  secret  agreement,  which  will  be  referred  to 
further  on.  The  German  loan  was  expanded  and  more 
mileage  added,  so  the  German  profits  would  not  be  dimin- 
ished. In  this  adjustment  a  railway  line  from  Hupeh  into 
the  province  of  Szechuen  was  included,  which  infringed 
rights  promised  to  the  Americans  in  1904.  Here,  then,  was 
a  situation,  where,  under  pressure  of  other  influences,  the 
complaisant  Chinese  officials  violated  their  compromise  with 
the  Americans  and  handed  over  their  rights  to  the  new 
combination.  By  this  time,  however,  the  new  American 
Group  entered  the  field  and  demanded  participation  in  the 
loan.  The  request  was  unheeded.  Strong  pressure  was 
brought  to  bear  upon  the  Chinese  to  sign  the  tri-group 
agreement  regardless  of  the  American  protest.  This  the 
Chinese  were  about  to  do,  when  President  Taft  sent  a  per- 
sonal telegram  to  the  Prince  Regent  urging  him  to  respect 
the  American  request  for  participation.  A  new  alignment 
became  necessary  and  the  agreement  admitting  the  Amer- 
ican Group  to  equal  participation  was  finally  signed,  and 
is  now  known  as  the  Hukwang  Loan. 

This  instrument  recognized  the  internationalization  of 
the  Yangtsze  Valley  and  followed  as  a  logical  sequence  to 
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the  1905  secret  agreement  where  the  principle  was  first 
broadly  admitted  by  the  British.  It  marked  the  willingness 
of  the  British  Government  to  depart  from  the  doctrine  of 
the  spheres  of  influence  and  admit  equal  participation  in 
the  development  of  the  Yangtsze  Valley. 

In  this  international  Hukwang  agreement  all  parties 
enjoyed  equal  rights  as  to  financing,  construction,  appoint- 
ment of  engineers  and  supply  of  materials.  The  French 
alone  were  excluded  from  construction  work  on  the  original 
lines,  their  share  being  reserved  for  the  future  extension 
into  the  province  of  Szechuan.  From  a  financial  viewpoint 
the  loan  was  a  success.  It  was  hailed  as  a  great  step  towards 
international  cooperation.  In  its  practical  application  it 
was  a  dismal  failure.  It  has  conclusively  proven  that  it 
is  impossible  to  reconcile  the  many  conflicting  commercial 
interests  in  a  poorly  regulated  or  hastily  designed  inter- 
national scheme.  Where  international  finance  leaves  off, 
trade  jealousies  step  in.  Dissension,  discord  and  repeated 
charges  of  bad  faith  have  characterized  the  drafting  of 
specifications  for  materials  and  the  awarding  of  tenders. 
The  British  engineer,  adhering  to  the  fundamental  policy 
of  his  company,  insisted  that  British  specifications  and 
standards  must  be  followed  in  calling  for  bids  on  materials 
for  his  section ;  the  American  had  to  follow  his  lead,  while 
the  German  said  nothing  but  determined  that  the  orders 
for  materials  would  be  placed  in  Germany.    The  Hukwang 

Agreement,  notwithstanding  the  glamor  that  was  thrown 
around  it  by  American  journalists,  was,  and  is,  the  most 

unworkable  international  instrument  ever  devised.     It  was 

a  first  class  trouble-breeder.     It  is  of  value  in  showing-  us 

just  how  not  to  do  it  in  the  future,  if  the  Powers  hope  to 

cooperate  harmoniously  in  the  development  of  China. 

Ill 
CHINA'S    GROSS   BREACH-OF-FAITH   WITH   GREAT 

BRITAIN 


Britain's  Moves  To  Protect  India 

To  understand  the  diplomatic  moves  leading  up  to  the 
closing  of  the  door  in  China,  we  must  return  to  1898  when 
the  Battle  of  Concessions  was  raging  in  Peking  and  all 
the  Powers  intriguing  to  delimit  their  respective  spheres 
of  interest  through  preferred  railway  rights.  Great  Britain 
was  carefully  watching  the  moves  of  Russia,  who  at  that 
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time,  was  rampaging  throughout  Asia  annexing  all  loose 
territories  preliminary  to  her  long  heralded  descent  into 
India.  Russia  had  quietly  entrusted  her  interests  in  China 
proper,  south  of  the  Great  Wall,  to  the  Belgians,  who  in 
turn,  were  financed  by  France.  In  1897,  negotiations  had 
been  initiated  by  a  Belgian  syndicate  for  the  concession  to 
the  trunk  line  from  Peking  to  Hankow.  Russia's  great 
dream  was  to  obtain  control  of  a  through  railway  from 
the  north  that  would  join  with  the  lines  of  her  French  Ally 
on  the  south.  She  dared  not  enter  the  field  herself,  so  used 
Belgium  as  her  agent.  The  concessions  were  to  be  nominally 
Belgian,  financed  up  to  sixty  per  cent.,  or  more,  by  France. 
Politically,  they  were  Russian. 

This  community  of  interests  was  discovered  almost  im- 
mediately by  the  British  Ambassadors  in  Brussels  and 
Petersburg.  The  activities  of  the  Russian  Minister  at 
Peking  in  supporting  the  Belgians  strengthened  the  sus- 
picions of  Great  Britain.  The  British  Minister  at  Peking 
therefore  protested  vigorously  against  conceding  the 
Peking-Hankow  concession  to  the  Belgians  and  was  solemnly 
assured  by  the  Chinese  government  that  the  Russian  bank 
was  not  interested  and  that  no  agreement  admitting  the 
bank  to  participation  would  receive  Imperial  sanction. 

Three  days  later,  the  loan  agreement  was  signed  which 
disclosed  that  the  Russo-Chinese  Bank  had  been  designated 
as  the  bank  of  deposit  for  the  loan  and  its  service  in  China. 
This  breach-of-faith  on  the  part  of  China  brought  forth  an 
immediate  demand  for  compensatory  damages  to  British 
interests.  The  demands  were  to  be  supported  by  the  entire 
British  fleet  then  in  the  Far  Eastern  waters*  It  was,  in 
effect,  an  ultimatum  to  China.  As  the  penalty  for  admitting 
Russian  participation  in  a  Belgian  concession,  China  was 
compelled  to  cede  to  Great  Britain  five  railway  rights  in 
other  parts  of  the  country  strengthening  the  British 
spheres.  Amongst  these  was  the  concession  for  the  Pukow- 
Sinyang  line,  delimiting  the  eastern  half  of  the  northern 
boundary  of  the  Yangtsze  Valley,  a  purely  political  or 
strategical  line  for  defending  the  British  sphere  of  interest. 
The  line  was  intended  to  connect  with  one  that  would  start 
from  the  Hankow  district  and  extend  westwards  along  the 
northern  limits  of  the  Yangtsze  Valley  into  the  province 

*The  British  Minister  was  instructed  to  inform  the  Chinese  Government, 
"that  unless  they  agree  at  once,  we  shall  regard  their  breach-of-faith  con- 
cerning the  Peking-Hankow  Railway  as  an  act  of  deliberate  hostility  against 
this  country,  and  shall  act  accordingly.  After  consultation  with  the  Admiral, 
you  may  give  them  the  number  of  days  or  hours  you  may  think  proper 
within  which  to  send  their  reply"'. 
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of  Szechuan,  the  goal  of  British  commercial  activities 
in  China,  and  the  strategical  key  to  Tibet,  the  outpost  of 
India. 

Twenty  years  have  passed  since  1898.  The  kaleido- 
scopic political  changes  in  China  have  diverted  attention 
from  that  fateful  year.  It  is  well  to  recall,  however,  that 
these  original  British  political  railway  concessions  were 
extracted  from  China  in  the  identical  manner  employed 
by  Japan,  when,  seventeen  years  later,  in  1915,  she  obtained 
sanction  to  her  famous  Twenty  One  Demands.  Conditions 
were  different,  but  the  principles  w^ere  the  same.  China 
broke  faith  with  Great  Britain  and  admitted  the  Russians 
into  the  Yangtsze  Valley  under  cover  of  their  Belgian  agent. 
The  most  valuable  British  railway  rights  in  China  stand 
as  a  part  of  the  compensatory  damages  China  was  forced 
to  pay  for  jeopardizing  the  security  of  the  British  Empire. 
The  Pukow-Sinyang  concession  was  part  of  the  penalty. 

British  Interests  Originate  the  Principle  of 

Cooperation. 

During  the  Battle  of  Concessions  in  1898,  the  American- 
China  Development  Company  obtained  the  rights  to  the 
southern  half  of  the  great  north  and  south  trunk  line  from 
Hankow  to  Canton.  The  British  concessions  mentioned 
above  had  been  turned  over  by  the  British  Government 
to  the  British  and  Chinese  Corporation  for  execution.  On 
February  1,  1899,  or  within  six  months  after  the  general 
scramble,  the  British  corporation  entered  into  an  agreement 
with  the  American  company  for  the  amalgamation  of  their 
mutual  interests  in  the  Canton-Hankow  and  Canton-Kow- 
loon  lines ;  furthermore,  they  agreed  to  offer  to  each  other 
a  participation  of  one  half  interest  in  any  business  there- 
after obtained  in  China.  Although  this  agreement  did  not 
remain  in  force,  it  constituted  a  precedent  approved  by 
the  British  Government.  The  British  evidenced  a  sincere 
desire  to  cooperate  with  the  Americans  immediately  after 
the  spheres  of  interest  had  been  created.  The  Americans 
held  the  southern  half  of  the  great  north  and  south  trunk 
line  which  would  find  its  outlet  to  the  sea  by  way  of  the 
proposed  British  Line  from  Canton  to  Hongkong.  Britain 
had  no  objections  to  cooperating  with  the  United  States ; 
the  connection  meant  a  further  insurance  for  the  preserva- 
tion of  her  strategic  position  in  the  Yangtsze  and  the 
approaches  to  Hongkong.  Had  it  been  carried  out  over  a 
period   of   years,   the   partnership   would   have  materially 
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changed  the  subsequent  history  of  China  and  saved  the 
Americans  from  the  fiasco  that  followed  the  surrender  of 
the  majority  of  their  stock  to  the  Belgians.  American 
capital  would  have  flowed  into  China  and  controlled  a  half 
interest  in  the  most  important  railways  in  the  Yangtsze 
Valley.  In  looking  back  over  the  situation  it  seems  clear 
now  that  the  Americans  could  never  have  carried  their 
share  of  the  burden,  because  of  the  impossibility  of  floating 
a  large  foreign  loan  in  this  market. 

As  mentioned  above,  the  main  British  objective  in  the 
upper  Yangtsze  region  was  the  extension  of  the  Pu&ow- 
Sinyang  project  into  the  province  of  Szechuan,  not  only 
for  the  rich  commercial  profits  to  be  derived  from  opening 
up  this  inland  empire  to  the  outside  world,  but  to  delimit 
the  northern  boundary  of  the  British  sphere  and  control 
the  eastern  passes  into  Tibet.  Continued  pressure  was 
exerted  upon  the  Chinese  government  to  obtain  this  right, 
while  British  survey  parties  were  sent  out  to  locate  the 
most  feasible  route.  At  the  same  time,  a  group  of  French 
and  Belgian  capitalists  headed  by  the  French  Banque  de 
rindo-Chine  became  interested  in  the  project  and  opened 
negotiations  with  Peking  for  the  concession.  Two  Amer- 
ican syndicates  entered  the  field  for  the  same  purpose.  The 
Chinese  Government  finally  promised  the  American  Minis- 
ter, that,  in  the  event  foreign  capital  became  necessary  to 
build  this  railway,  preference  would  be  given  to  the  Amer- 
icans and  British,  the  first  applicants. 

Competition,  however,  waxed  keen  and  diplomatic  pres- 
sure brought  to  bear  in  favor  of  the  French.  Once  again 
the  British  tried  to  pool  the  competitive  interests.  The 
British  pretensions  to  the  railway  were  being  advanced 
by  the  Central  Chinese  Railways,  Ltd.,  an  offshpot  of  the 
oflficial  organization  holding  the  rights  for  the  construction 
of  all  British  lines  in  China  north  of  the  Yangtsze  River. 
The  British  and  Chinese  Corporation  had  been  compelled 
to  amalgamate  with  the  Peking  Syndicate  to  obtain  control 
over  the  latter's  somewhat  vague  railway  rights  which  came 
into  conflict  with  their  own.  As  the  Hankow-Szechuan 
line  was  located  north  of  the  Yangtsze,  it  was  the  Chinese 
Central  Railways,  Limited,  which  opened  negotiations  with 
its  competitors  for  the  purpose  of  forming  a  new  organiza- 
tion and  establishing  a  monopoly  of  railway  construction 
in  these  regions. 

The  Americans  failed  to  avail  themselves  of  the  oppor- 
tunity held   out   in   the   invitation  to  enter  the   combine. 
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This  was  due,  in  large  part,  to  the  general  indifference 
created  by  the  fiasco  of  the  American-China  Development 
Company,  the  surrender  of  its  concession,  and,  to  the  fact 
that  American  financiers  were  in  no  position  to  seek  for 
foreign  concessions  requiring  the  issuance  of  a  large  loan. 
We  were  still  a  borrowing  nation.  The  American  investor, 
then,  as  now,  was  not  educated  to  purchasing  foreign  securi- 
ties. Furthermore,  American  rights  to  a  participation  in 
the  financing  of  the  Szechuan  line  had  been  recognized  by 
Prince  Ching  in  his  note  to  Minister  Conger  in  1904. 

This  failure  of  the  American  financiers  to  respond  to 
the  invitation  and  pool  their  interests  with  the  other  par- 
ticipants in  the  right  to  finance  the  line,  was  accepted  as 
a  tacit  renunciation  of  their  claims,  and  the  British  pro- 
ceeded forthwith  to  the  organization  of  their  monopoly 
under  the  terms  of  a  secret  agreement.  China's  wishes 
were  not  consulted  in  this  new  line-up  for  the  control  of 
important  railway  rights.  As  a  matter  of  fact,  when  the 
American  Group  demanded  admission  into  the  Hukwang 
loan  in  1909,  the  British  Ambassador  at  Washington  invited 
the  attention  of  the  American  Government  to  the  refusal 
of  our  financiers  to  join  the  pool  in  1905,  which  the  British 
had  construed  as  an  abandonment  of  American  rights, 
and  as  a  reason  why  they  should  be  excluded  from  the 
new  Hukwang  deal  which  had  absorbed  these  rights. 

The  Americans,  having  refused  to  accept  co-operation 
with  the  other  holder  of  the  rights  to  the  line,  the  British, 
French  and  Belgians  proceeded  to  the  organization  of  a 
new  company,  in  effect,  an  expansion  of  the  Chinese  Central 
Railways,  Limited,  into  an  international  concern.  This 
was  embodied  in  what  is  known  as  the  1905  Secret  Agree- 
ment, which  gave  to  the  British  and  French  interests  45 
per  cent  each,  and  the  Belgians  10  per  cent  of  the  shares 
of  the  new  company.  The  agreement  provided  for  placing 
the  Pukow-Sinyang  concession  into  the  pool  and  conceded 
to  the  French  equal  rights  ivith  the  British  in  the  appoint- 
ment of  engineers  and  the  supply  of  matej'ials. 

A  remarkable  situation  was  thereby  created.  A  railway 
concession  extracted  from  China  under  threat  of  an  ulti- 
matum for  permitting  Russian  participation  in  a  Belgian 
enterprise  had  been  turned  over  by  the  British  Govern- 
ment to  the  official  company  for  execution  as  a  national 
undertaking.  The  official  company  handed  over  to  the 
French  and  Belgians  fifty-five  per  cent  of  the  shares.    The 
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penalty  extracted  from  China  was  divided  with  the  parties 
she  had  been  punished  for  doing  business  with !  Once  again 
we  see  here  the  workings  of  British  policy  in  holding  the 
Yangtsze  region  as  a  strategical  outpost  for  India.  The 
proposed  railway  would  strike  out  from  the  center  of  China 
at  Hankow  and  terminate  at  Chengtu,  the  provincial  capital 
of  Szechuan,  commanding  the  roads  and  passes  into  the 
Forbidden  Land  of  Tibet,  the  key  to  India  from  the  east 
and  northeast.  Under  no  circumstances  could  Great 
Britain  permit  the  control  of  this  important  line  to  pass 
into  French  or  Belgian  hands,  which  for  all  political  pur- 
poses meant  Russia,  yet,  owing  to  the  utter  helplessness 
of  Chinese  diplomacy,  she  could  not  prevent  them  from 
obtaining  the  concession.  At  that  time,  it  was  sufficient 
that  Great  Britain  opposed  a  concession,  for  the  Chinese 
to  hand  it  over  to  otheis.  China  was  still  under  the  influ- 
ence of  Russia,  playing  the  Russian  game.  The  mere  fact 
that  French  and  Belgian  interests  were  in  the  field  for  this 
concession  was  sufficient  to  place  Great  Britain  on  her 
guard.  There  was  only  one  safe  course  to  pursue — ignore 
China  and  come  to  some  arrangement  with  the  American, 
French  and  Belgian  interests,  in  which  the  administrative 
and  political  control  of  the  concession  would  remain  in 
British  hands.  As  long  as  Russia  and  Germany  were  not 
included,  British  interests  were  safe  in  such  a  combination, 
especially  with  the  Americans  holding  a  proportionate 
share  of  the  stock.  The  Americans,  however,  were  unable 
or  unwilling  to  take  up  their  participation  in  the  enter- 
prise, so  the  British  company  was  forced  to  compromise 
with  the  others,  and  let  them  in  on  the  ground  floor  while 
retaining  administrative  control  under  a  special  tlause  in 
the  agreement.  Under  the  circumstances,  it  became  neces- 
sary to  conduct  the  proceedings  with  a  certain  amount  of 
secrecy,  to  prevent  the  deal  from  becoming  known  to  the 
Chinese  and  other  interested  parties. 

The  transaction  was  all  the  more  remarkable  from  the 
fact  that  the  American-China  Development  Company  had 
been  compelled  to  surrender  the  Canton-Hankow  concession 
for  permitting  the  majority  of  its  shares  to  pass  into  the 
hands  of  the  Belgians  in  the  open  market.  Yet  with  this 
incident  before  them,  and  simultaneously  with  the  sur- 
render of  the  American  concession,  the  British  official  insti- 
tution, with  the  full  approval  of  its  Government,  surren- 
dered a  majority  of  its  stock  to  the  French  and  Belgians. 
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The  date  of  signing  the  Canton-Hankow  Redemption  Loan 
is  not  given  (which  may  be  explained  by  the  German 
charge  against  the  British  bank),  but  it  became  effective 
October  6,  1905,  thus  indicating  that  it  had  been  drawTi  up 
some  days  in  advance.  The  Secret  Agreement  was  signed 
on  October  2,  1905,  or  four  days  before  the  Redemption 
Loan  became  effective.  At  the  very  time  the  American 
company  was  being  penalized  for  unwittingly  permitting 
the  control  of  its  shares  to  pass  into  the  hands  of  the  Bel- 
gians, the  British  official  company  was  busily  engaged  in 
the  same  performance,  and,  with  the  full  approval  of  its 
Government,  The  incident  is  all  the  more  regrettable,  as 
the  American  Government  officially  notified  the  Chinese 
that  under  no  circumstances  would  political  control  over  the 
concession  be  permitted  to  pass  out  of  American  hands,  no 
matter  where  the  majority  of  the  shares  were  held.  This 
official  attitude  was  strengthened  by  the  patriotic  action 
of  J.  P.  Morgan  &  Company,  who  repurchased,  at  a  great 
pecuniary  sacrifice,  enough  of  the  shares  from  the  Belgians 
to  restore  American  administrative  control  of  the  company. 

This  is  an  instance  where  Americans  were  penalized  by 
China,  while  British  interests  were  permitted  to  commit 
the  same  offense  with  impunity.  American  prestige  was 
lowered  and  a  feeling  of  hostility  engendered  against  our 
bankers  which  has  never  been  fully  eradicated  in  the  Chi- 
nese mind.  The  incident  is  still  cited  by  many  prominent 
Chinese  as  evidence  of  American  indifference  to  their  wel- 
fare. It  is  necessary  to  emphasize  these  facts,  for,  as  will 
be  seen  later  on,  the  Chinese  refrained  from  protesting 
against  the  British  action  or  demanding  the  cancellation 
of  the  concession,  thus  meekly  acquiescing  in  a  transaction 
similar  to  the  one  which  compelled  American  withdrawal 
from  the  field.  If  the  British  official  organization  retains 
its  rights  to  the  Pukow-Sinyang  concession,  then  a  great 
injustice  was  done  to  the  Americans  and  should  be  redressed 
in  some  suitable  form. 

At  this  point  it  is  of  interest  to  invite  attention  to  the 
Franco-Russo  connection  existing  in  1898  with  the  Belgian 
syndicate  holding  the  concession  for  the  Peking-Hankow 
line.  On  August  21  the  Senate  Committee  on  Foreign 
Affairs  listened  to  the  testimony  of  Dr.  John  C.  Ferguson, 
an  authority  on  China,  adviser  to  the  President,  and  for 
many  years  secretary  to  the  late  Sheng  Kung-pao,  the 
former  Director-General  of  Chinese  railways  who  signed 
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most  of  the  original  loan  agreements  for  the  Peking  Govern- 
ment. Dr.  Ferguson  was  adviser  to  Sheng,  when  the  latter 
entered  into  the  Peking-Hankow  Loan  Agreement  in  1898 
with  the  Belgians,  which  admitted  the  Russians  into  part- 
nership in  violation  of  the  solemn  assurance  given  the 
British  Minister  that  the  Imperial  sanction  would  never  be 
given  to  any  such  undertaking.  In  this  agreement,  it  was 
stipulated  that  the  Belgian  syndicate  would  enjoy  twenty 
per  cent  of  the  net  profits  of  the  line.  Acting  under  the 
advice  of  Dr.  Ferguson,  Sheng  Kung-pao  succeeded  in  hav- 
ing a  clause  inserted  that  gave  to  China  the  right  to  redeem 
the  loan  at  the  expiration  of  ten  years.  This  has  always 
been  alluded  to  as  a  master-stroke  of  shrewd  diplomacy  in 
safeguarding  the  interests  of  China.  It  is,  however,  only 
necessary  to  point  out  that  Russia,  at  that  time,  was  so  con- 
fident of  dominating  China  within  a  few  years  that  she 
grew  very  loose  in  her  business  deals,  going  so  far  as  to 
acquire  the  Liaotung  peninsula  on  a  lease  for  twenty-five 
years,  and  then  expending  millions  in  creating  the  city  of 
Dalny  and  converting  Talienwan  into  an  impregnable  naval 
base.  When  the  Belgians  accepted  the  Chinese  proposition 
it  was  done  for  purely  trading  purposes.  The  syndicate 
fully  anticipated  that  before  the  ten  years  had  expired, 
Russia  would  dominate  the  country  and  they  would  make 
their  own  terms  for  the  control  of  the  railway. 

In  inviting  the  attention  of  the  Senate  Committee  to 
the  fact  that  a  European  Power  had  actually  returned  to 
China  something  it  had  promised  to  return  Dr.  Ferguson 
undoubtedly  intended  to  emphasize  the  superior  diplomacy 
of  his  old  chief.  He  however  told  only  that  side  of  the 
story  that  the  Chinese  want  to  have  circulated.  They  have 
refused  to  admit  that  they  played  into  the  hands  of  Russia 
in  this  matter,  and  insist  that  it  was  a  purely  Belgian  syn- 
dicate they  did  business  with.  The  answer  to  this  is  found 
in  the  January,  1914,  number  of  the  Far  Eastern  Review 
in  an  exhaustive  article  written  by  myself  on  "International 
Intrigues  in  Chinese  Railways." 

"The  French  Yellow  Book"  (Chine,  Juin-Octobre,  1900, 
pp.  23-27)  gives  the  following  French  version  of  the  Bel- 
.p-ian  syndicate :  "The  Societe  d'Etudes  de  Chemins  de  Fer  en 
Chine,  a  Franco-Belgian  syndicate  in  which  the  French  ele- 
ment is  represented  by  the  big  financial  establishments  of 
Paris  and  the  big  metallurgical  industries  of  France,  has 
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received  a  concession  of  a  railway  from  Peking  to  Hankow. 
The  two  contracts  relating  to  this  line,  for  a  loan  and  for 
operating,  are  dated  the  26th  of  June,  1898.  The  line  will 
have  an  extension  of  about  1,250  kilometers.  It  is  being 
built  and  will  be  operated  by  the  Societe  d'Etudes  for  the 
mutual  profit  and  equal  advantage  of  the  French  and  Bel- 
gian parties.  The  loan  to  be  floated  is  112,500,000  francs. 
It  has  been  agreed  that  the  French  financial  share  shall  be 
three-fifths,  that  of  Belgium  two-fifths.  A  first  issue  of 
133,000  bonds  of  500  francs,  5  per  cent,  was  made  in  Paris 
and  Brussels  on  April  19,  1899;  226,800  bonds  were  sub- 
scribed for,  190,800  in  Paris  and  36,000  in  Brussels." 

It  will  be  noted  that  although  it  was  arranged  that  the 
Belgians  should  take  40  per  cent  of  the  loan  issue,  the 
French  Government  officially  declares  that  the  proportion 
of  the  first  installment  of  the  loan  was  taken  up  as  to  15 
per  cent  in  Brussels,  the  Paris  bankers  taking  the  balance, 
or  85  per  cent. 

In  a  letter  from  Sir  Charles  Scott,  the  British  Ambas- 
sador at  Petersburg,  to  Lord  Salisbury,  dated  March  23, 
1898,  and  published  in  the  British  Blue  Book  for  1900,  he 
explained  the  Russian  side  of  the  transaction,  concluding  by 
saying  : 

"The  Belgian  Minister  informed  me  yesterday  .  .  .  that 
it  was  a  purely  Belgian  undertaking  with  the  object  of  de- 
veloping Belgian  industry,  and  the  Russian  Government  had 
consented  to  give  the  Belgian  Government  its  support  in 
obtaining  the  concession,  for  the  simple  reason  that  a  small 
country  like  Belgium  could  have  no  possible  political  object 
in  view,  and  the  Russian  Government  has  said  that  they 
could  on  that  account  more  readily  support  it  than  if  the 
undertaking  had  been  German,  British  or  French." 

After  reading  Sir  Charles  Scott's  letter  and  then  com- 
paring it  with  the  official  report  of  the  French  Government, 
the  discrepancy  between  the  two  statements  is  apparent. 
Why  was  the  Russian  Government  so  willing  to  support  a 
Belgian  concession  when  it  must  have  known  that  it  could 
be  carried  out  only  through  the  financial  support  of  its 
political  Ally?  If  the  syndicate  had  no  connection  with 
Russia,  why  was  the  Russo-Chinese  Bank,  the  official  in- 
strument for  the  Czar's  designs  upon  China,  designated  as 
the  agent  of  the  loan  in  China,  when  the  business  could 
have  been  done  through  the  official  French  banking  institu- 
tion in  China,  the  banque  de  I'lndo-Chine  with  offices  in  all 
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the  treaty  ports?  Did  the  Russian  Government  support 
Belgium  merely  for  the  petty  banking  profits  that  would 
accrue  to  the  Russo-Chinese  Bank  in  acting  as  agent  of  the 
loan  in  China?    Hardly. 

According  to  the  French  official  report  the  actual  Bel- 
gian financial  participation  in  the  Peking-Hankow  conces- 
sion was  just  fifteen  per  cent.  A  few  years  passed  quickly 
and  we  find  Russia  defeated  by  Japan.  The  Portsmouth 
Peace  Treaty  was  signed  August  25,  1905.  In  five  weeks 
(October  2)  came  the  1905  Secret  Agreement  between  the 
British  and  French  official  financial  groups  concerning  their 
railway  activities  in  China  north  of  the  Yangtsze  River. 
When  the  time  arrived  in  1908  for  the  redemption  of  the 
Peking-Hankow  railway  loan,  British  influence  was  mainly 
responsible  for  moving  China  to  request  compliance  with 
the  terms  of  the  agreement.  Belgium  parted  with  these 
rights  willingly  enough,  and  the  original  so-called  Belgian 
loan  for  £4,500,000  was  redeemed  by  an  Anglo-French  loan 
for  £5,000,000,  the  parties  to  the  new  undertaking  being  the 
official  British  and  French  financial  institutions,  working 
in  complete  harmony  under  the  terms  of  the  1905  Secret 
Agreement.  The  Peking-Hankow  railway  being  located 
north  of  the  Yangtsze  River,  it  came  within  the  scope  of 
the  monopoly  for  railway  activities  acquired  by  the  Chinese 
Central  Railways,  Limited,  or  its  component  parts,  the 
British  and  French  official  groups.  The  redemption  loan 
was  divided  as  to  45  per  cent  between  the  French  and 
British,  and,  while  it  does  not  appear  officially,  it  is  under- 
stood that  the  Belgians  retained  their  10  per  cent  interest. 
In  other  words,  the  original  Belgian  syndicate  simply  sur- 
rendered the  right  to  participate  in  the  profits  of  the  line, 
retaining  all  their  interest  in  the  loan,  and  received 
$2,500,000  in  cash,  while  the  French  interests  in  the  original 
Belgian  deal  had  to  divide  their  share  with  the  British, 
Analysis  reveals  that  the  wonderful  exhibition  of  Chiness 
shrewdness  was  simply  another  far-sighted  British  move 
on  the  Asiatic  chessboard  for  the  defense  of  India,  fully 
justifying  the  1905  Secret  Agreement.  Sheng  Kung-pao  is 
not  entitled  to  any  special  credit  for  astuteness.  Had  Russia 
won  the  war  with  Japan,  she  would  have  found  some  pre- 
text to  take  over  the  Peking-Hankow  line  to  transport  her 
armies  to  the  Yangtsze  Valley  for  the  next  forward  move 
on  India.  China  can  thank  British  diplomacy  for  nego- 
tiating the  1905  Secret  Agreement  which  operated  to  de- 
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prive  Belgium  of  nominal  control  of  the  Peking-Hankow 
line,  not  because  of  any  altruistic  interest  in  China's  wel- 
fare, but  to  preserve  their  own  strategical  position  menaced 
by  the  incredible  folly  and  venality  of  the  Chinese  Govern- 
ment. 

The  international  political  significance  of  the  deal  was 
most  obvious.  It  was  consummated  at  a  time  when  the 
controversy  over  railway  loan  terms  was  at  its  height.  Due 
to  the  wide-spread  misuse  of  loan  funds  and  inefficient  man- 
agement of  the  railways,  the  official  British  and  French 
Groups  were  holding  out  for  more  stringent  control  over 
the  supervision  of  expenditures  and  traffic  direction.  The 
fight  had  waxed  bitter  during  the  negotiations  leading  up  to 
the  Tientsin-Pukow  Agreement,  where  the  Germans  favored 
the  Chinese,  and  in  the  Canton-Kowloon  contract,  where 
the  British  imposed  their  ideas.  Yet  at  this  precise  time, 
when  British  and  French  opposition  to  loaning  money  to 
China  without  proper  guarantees  was  at  its  height,  we  find 
the  Anglo-French  official  combination  furnishing  a  loan  of 
£5,000.000  for  the  redemption  of  the  Belgian  line  that 
handed  it  over  to  exclusive  Chinese  technical  and  operating 
direction.  In  the  eyes  of  the  Chinese,  blinded  to  the  higher 
international  politics  in  the  deal,  it  constituted  a  recognition 
of  ability  to  manage  their  railways  free  from  foreign  in- 
terference. They  lost  no  time  in  asserting  their  inde- 
pendence. There  was  every  reason  for  China  to  be  grateful 
for  this  mark  of  confidence,  but  no  sooner  was  the  Four- 
Power  Group  created  through  the  signing  of  the  Hukwang 
Agreement  in  1910,  than  we  find  the  Ministry  of  Commu- 
nications raising  a  loan  of  £450,000  from  the  London,  City 
and  Midland  Bank  for  "improvements"  or  "expenses"  of 
the  Peking-Hankow  line,  and  another  for  £220,000  for  the 
same  purpose  with  the  Yokohama  Specie  Bank,  while  in 
1911,  a  still  larger  loan  for  £1,000,000  was  obtained  from 
the  same  source,  or  a  total  of  £1,670,000  in  less  than  a  year 
after  the  French  and  British  official  Groups  had  made  pos- 
sible China's  independent  action.  The  restoration  of  China's 
unhampered  right  to  the  administration  of  the  Peking- 
Hankow  railway,  laid  an  extra  charge  of  £2,170,000  on  the 
line  within  a  year,  an  increase  of  nearly  50  per  cent  on  its 
original  property  value,  while  there  was  no  evidence  that 
the  loans  were  expended  for  the  purposes  for  which  they 
were  raised.  The  story  is  merely  a  sidelight  on  the  in- 
tricacies of  the  Chinese  puzzle  and  emphasizes  the  difficulty 
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of  binding  the  Chinese  to  transacting  business  with  any 
favored  group  or  combination  of  groups  when  they  can  raise 
funds  on  the  outside.  At  the  same  time,  it  emphasizes  the 
statement  that  foreign  financiers  can  hope  for  little  grati- 
tude from  a  government  whose  ever  pressing  financial  neces- 
sities preclude  any  recognition  of  previous  favors. 


IV 


THE  BRITISH  OFFICIAL  COMPANY  BREAK  PACT 
WITH  FRENCH  PARTNERS. 


It  seems  clear  that  the  original  agreement  between  the 
British  &  Chinese  Corporation  and  the  American  China 
Development  Company  admitted  the  principle  of  inter- 
nationalization or  co-operation  in  mutual  concessions,  which 
was  further  accentuated  in  the  reorganization  of  the 
Chinese  Central  Railways,  Limited,  and  extended  in  the. 
Hukwang  Loan.  This  broad  British  spirit  did  not,  how- 
ever, contemplate  the  admission  of  Germany  or  Russia, 
especially  the  latter,  into  the  Yangtsze  Valley. 

Not^i  I  \ standing  her  admission  into  the  Hukwang  deal, 
Germany  still  preserved  Shantung  as  a  closed  preserve. 
Japan  had  entered  the  field  as  the  result  of  her  victory  over 
Russia  and  was  protecting  her  special  railway  rights  in 
Manchuria.  It  may  be  said  that  the  crucial  test  in  the 
Open  Door  doctrine  arose  in  the  matter  of  the  Chinchow- 
Aigun  railway  contract  in  1910.  China's  sovereign  rights 
to  construct  railways  within  her  jurisdictional  borders  were 
denied  to  her  on  the  principle  that  railways  which  touched 
or  paralleled  contiguous  territory  became  a  strategic  men- 
ace to  the  military  position  of  the  Power  controlling  the 
adjacent  territory.  The  basic  principle  of  China's  sov- 
ereignty was  destroyed.  Russia  had  attempted  in  1900 
to  circumscribe  the  sovereign  rights  of  China  in  the  con- 
struction of  railways  in  provinces  contiguous  to  her  ter- 
ritory, but  was  frustrated  by  the  Powers  who  advised 
China  not  to  sign  the  secret  treaty.  She  bided  her  time, 
however,  and,  when  the  American  Group  was  made  the  tool 
of  Chinese  intrigue  and  accepted  the  Chinchow-Aigun  con- 
tract, Russia  applied  her  set  policy. 

Russia  flatly  refused  to  permit  the  construction  of  the 
line.    No  arguments  could  change  her  decision.    Japan  had 
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successfully  thwarted  the  first  Chinese  intrigue  to  under- 
mine her  strategical  position  in  favor  of  Russia,  by  squash- 
ing the  attempt  to  extend  the  Peking-Mukden  line  to 
Fakumen,  which,  under  the  provisions  of  a  British  loan 
to  that  railway,  gave  the  latter  the  right  to  finance  such 
extensions.  This  scheme  provided  for  the  extension  of  the 
Imperial  Railways  of  North  China  to  the  market  town  of 
Fakumen  about  45  miles  north  of  Hsinmintun.  On  its  face, 
it  was  a  legitimate  attempt  on  the  part  of  the  Chinese  Gov- 
ernment to  exercise  its  sovereign  right  to  extend  a  state- 
owned  railway  into  new  territories,  in  reality,  the  Chinese 
were  simply  testing  out  the  Japanese  position  in  South 
Manchuria.  If  Japan  failed  to  interfere  with  this  initial 
extension,  the  Chinese  intended  to  prolong  the  line  north- 
ward to  Taonanfu  and  Tsitshar  where  it  would  have  con- 
nected with  the  Russian  Chinese  Eastern  railway.  Now 
Japan  had  just  emerged  from  a  terrible  war  with  Russia 
and  was  occupied  with  holding  her  precarious  position  in 
South  Manchuria  vis-a-vis  her  late  antagonist  still  en- 
trenched in  the  northern  part  of  the  province.  The  proposed 
extension  bit  by  bit  of  the  Chinese  Government  railway  until 
it  reached  the  Russian  sphere,  would  have  outflanked  the  en- 
tire Japanese  position  in  the  south  and  handed  over  to  the 
secret  Ally  of  China  the  means  for  Japan's  defeat.  As  long 
as  such  a  railway  terminated  somewhere  within  the  Rus- 
sian zone  along  the  Chinese  Eastern  line,  the  Russians  did 
not  oppose  it,  in  fact,  they  may  have  instigated  it,  as  it 
provided  them  with  another  strategic  alley  for  an  advance 
southward.  Japan  therefore  opposed  the  Fakumen  exten- 
sion on  purely  strategic  grounds  based  on  China's  secret 
promise  that  she  would  refrain  from  building  any  railway 
parallelling  the  South  Manchuria  line.  Japan  followed  the 
lead  of  Russia  and  opposed  the  Anglo-American  concession 
for  the  southern  half  of  the  Chinchow-Aigun  line,  after  first 
signifiying  her  willingness  to  co-operate,  which  was  re- 
fused. The  principle  of  the  closed  sphere  for  railways  in 
Manchuria  was  then  established.  The  Powers  recognized 
the  position  of  Russia  and  Japan.  In  the  m.eantime,  the 
Yangtsze  Valley  was  becoming  the  favorite  stalking-ground 
for  concession-hunters  of  all  nationalities. 

A  Sino-French  financial  corporation,  the  Banque  In- 
dustrielle  de  Chine,  had  been  organized  in  January,  1913, 
with  one-third  of  the  shares  held  by  the  Chinese  and  a  large 
proportion  by  the  shareholders  of  the  Peking  Syndicate, 


Limited,  a  partner  in  the  official  British  railway  organiza- 
tion. It  was,  in  effect,  another  international  combination 
composed  of  British,  French,  Belgian  and  Chinese  capital, 
exactly  the  same  as  the  Central  Chinese  Railways,  Limited, 
but  with  the  Head  Office  registered  in  Paris  instead  of  Lon- 
don. The  French  had  simply  turned  the  British  precedent 
around  and  admitted  the  Chinese  to  a  share  in  the  profits 
arising  from  the  development  of  their  own  country.  In 
this  respect  it  was  a  highly  commendable  and  legitimate 
enterprise. 

This  bank,  then  obtained  two  of  the  most  valuable  con- 
cessions in  the  Yangtsze  Valley,  one  for  the  construction 
of  a  railway  bridge  over  the  river  at  Hankow  and  the  other 
for  the  erection  of  a  modern  port  and  city  at  Pukow,  the 
terminus  of  the  British  railway  lines  in  the  lower 
Yangtsze  region.  Not  only  had  the  other  Powers  signified 
their  intention  of  clinging  to  the  doctrine  of  the  closed 
sphere,  but  were  encroaching  upon  the  British  preserves. 
They  were  unwilling  to  admit  British  capital  into  their 
regions  except  through  cooperation,  and  insisted  on  full 
liberty  of  action  in  the  Yangtsze.  As  previously  explained, 
the  valley  had  been  semi-internationalized  and  it  appeared 
as  though  British  interests  were  to  be  snowed  under.  This, 
in  part,  is  the  explanation  of  what  followed. 

In  November,  1913,  or  fifteen  years  after  China  ceded 
the  right  to  the  British  government,  and  eight  years  after 
the  secret  railway  combination  had  been  formed  with  the 
French  and  Belgians,  the  final  loan  agreement  for  the 
Pukow-Sinyang  line  came  up  for  negotiation.  In  .signing 
this  final  agreement,  the  representative  of  the  Chinese 
Central  Railways,  Limited,  overlooked  the  terms  of  the 
1905  secret  compact  (the  charter  of  the  company  he  repre- 
sented) and  negotiated  the  loan  as  a  straight  British  con- 
tract. Notwithstanding  the  clause  in  the  charter  of  his 
company,  conceding  to  the  French  equal  participation  in 
the  appointment  of  engineers  and  the  supply  of  materials, 
the  final  loan  agreement  omitted  any  reference  to  the 
French  rights,  and  specified  exclusive  employment  of  British 
engineers  and  materials.  Although  the  British  representa- 
tive insisted  that  he  forgot  the  existence  of  the  secret 
agreement,  the  French  are  equally  positive  they  invited 
his  attention  to  it  in  writing  during  the  progress  of  the 
negotiations.  The  incident  indicates  that  the  British  were 
placed  in  a  most  delicate  position  and  could  not  readily 
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explain  the  breach-of-contract  with  their  French  partners. 

The  French  protested,  but  to  no  purpose.  Another 
remarkable  situation  was  created.  The  British  govern- 
ment could  not  face  its  own  people  or  the  Chinese  and 
admit  that  a  British  concession  extracted  under  severe 
diplomatic  pressure  from  China  as  a  penalty  for  a  breach- 
of-faith,  had  been  permitted  to  pass  into  the  hands  of  an 
Anglo-Franco-Belgo  combination  in  which  the  majority  of 
the  shares  were  held  by  the  last  two  partners.  The  case 
was  identical  to  the  entrance  of  the  Belgians  into  the  con-- 
trol  of  the  American  China  Development  Company,  ag- 
gravated by  the  fact  that  the  British  deal  had  received 
official  sanction.  It  is  obvious  that  the  Chinese  Govern- 
ment would  have  been  entirely  justified  in  following  the 
precedent  created  in  the  case  of  the  Americans  by  de- 
manding the  surrender  and  cancellation  of  the  concession. 
It  was  a  difficult  situation.  It  was  impossible  for  the 
British  government  or  the  financial  corporation  to  take  the 
world  into  their  confidence  and  reveal  the  political  side 
of  the  deal,  without  exposing  their  hand  to  Russia.  They 
were  willing  to  abide  under  the  accusation  of  having  broken 
faith  with  the  French  rather  than  hazard  an  impairnient 
of  their  imperial  policy. 

Times  and  conditions  had  changed.  The  weak  repub- 
lican government  of  China,  or  better  said,  the  autocratic, 
militaristic  rule  of  Yuan  Shih-kai  was  dependent  at  that 
time  upon  the  good-will  of  the  official  financial  consortium 
for  funds,  and  dared  not  enter  an  energetic  protest  against 
this  surrender  of  a  British  concession,  in  the  same  man- 
ner as  the  old  Manchu  government  had  several  years  be- 
fore demanded  the  cancellation  of  the  American  contract. 
The  attention  of  the  Chinese  authorities  was  invited  to 
the  facts,  but  they  declined  to  antagonize  the  powerful 
British  banking  group.  In  refusing  to  take  any  action 
against  the  British  after  the  Americans  had  surrendered 
the  valuable  Canton-Hankow  line  to  appease  the  "outraged 
honor  and  dignity"  of  China,  the  republican  government 
placed  itself  on  record  of  taking  an  unfair  advantage  of 
American  sympathy  and  friendship.  It  is  only  one  of  many 
instances  where  Americans  have  been  penalized  or  dis- 
criminated against  by  China  because  their  Government  was 
known  to  be  reluctant  to  bring  pressure  to  bear  in  sup- 
port of  their  rights.  This  particular  incident,  coming  as 
it  did,  after  President  Wilson  had  withdrawn  official  sup- 
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port  to  the  American  Group  in  an  honest  endeavor  to  ap- 
ply high  ideals  to  practical  international  politics,  reflects 
little  credit  upon  the  Chinese.  Great  Britain  held  no  illus- 
ions, and  supported  Yuan  Shih-Kai,  by  advancing  the  funds 
to  concentrate  the  power  in  his  hands.  The  man  or  nation 
w^ho  has  money  to  lend  has  been,  in  the  past,  the  real  friend 
of  the  Chinese.  Friendship  or  ideals  count  for  nothing 
w^hen  a  Chinese  official  is  in  the  market  for  a  loan.  The 
Chinese  Government  condoned  in  Great  Britain  w^hat 
America  had  been  penalized  for  doing.  The  British  es- 
caped w^ithout  a  newspaper  comment.  For  the  moment, 
Great  Britain  was  paramount  in  China.  It  is  a  lesson  in 
practical  Chinese  politics  that  Americans  should  take  to 
heart. 


FRANCE    REPUDIATES    A    TREATY    WITH    GREAT 

BRITAIN. 


The  weakness  on  the  part  of  the  Chinese  Government 
in  the  matter  of  the  Pukow-Sinyang  and  other  railway  deals 
with  Belgium,  inspired  the  Powers  to  proceed  with  a  strong 
hand  to  a  further  strengthening  of  their  special  interests 
in  the  spheres  set  aside  for  their  exploitation.  The  im- 
mediate result  of  the  British  action  in  ignoring  the  French 
rights  in  the  Pukow-Sinyang  line  was  a  recrudescence  of 
the  closed  sphere  policy  and  a  renewed  struggle  for  pre- 
ferred rights. 

In  retaliation,  the  French  Minister  at  Peking  opened 
negotiations  with  the  Chinese  authorities  for  the  rights 
to  the  Yamchow- Yunnan-Chungking  railway.  To  do  this 
without  bringing  in  the  British  official  Group  as  partners, 
it  became  necessary  to  break  the  inter-group  agreement 
for  advancing  loans  to  China  and  withdraw  exclusive  sup- 
port to  the  official  French  organization.  He  therefore 
brought  into  the  Chinese  railway  field,  the  recently  or- 
ganized Banque  Industrielle  de  Chine  to  act  as  the  instru- 
ment to  carry  out  French  revenge  upon  the  British,  and 
carry  into  execution  their  part  in  the  Russian  program. 

In  1896,  France  and  Great  Britain  had  entered  into  a 
treaty  over  Siam,  which  stipulated  amongst  other  things, 
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that  both  nations  were  to  share  equally  in  any  railway  con- 
struction in  the  Chinese  provinces  of  Yunnan  and  Szechuan. 
Up  to  this  date  (November,  1913)  there  had  been  a  fair 
prospect  of  the  line  from  Yunnanfu  to  Chungking  or 
Chengtu  being  constructed  by  Americans.  The  French 
Minister  had  also  been  adhering  to  the  stipulations  of  the 
1896  treaty,  lending  his  official  support  to  the  British  rep- 
resentative of  the  Yunnan  Syndicate,  Limited,  to  obtain 
the  concession  from  the  Chinese.  This  support  was  now 
withdrawn  and  the  contract  for  the  Yamchow-Yunnan- 
Chungking  line  rushed  through  the  Chinese  Ministry  of 
Communications  within  a  month  after  the  signing  of  the 
Pukow-Sinyang  agreement.  Ignoring  the  existence  of  the 
1896  treaty,  the  French  Minister  had  the  contract  drawn 
up  as  a  purely  French  proposition,  excluding  the  British 
from  participation.  In  addition,  the  line  was  extended  into 
Szechuan  province,  the  goal  of  British  commercial  dreams 
in  China. 

The  British  breach  of  contract  with  their  French  part- 
ners led  to  the  scrapping  of  the  1896  treaty.  France  closed 
the  door  in  the  province  of  Yunnan  and  invaded  the  British 
position  in  Szechuan.  Here,  by  reason  of  having  the  con- 
struction rights  to  the  western  section  of  the  Hukwang  lines 
in  the  Szechuan  extension,  and,  by  connecting  up  with  the 
Belgian,  Tatung-Chengtu  project,  the  French  diplomat  re- 
alized the  great  dream  of  the  Russo-Franco-Belgo  combina- 
tion. 

This  determination  on  the  part  of  the  French  to  hold 
tight  to  their  position  in  Yunnan  was  immediately  reflected 
in  the  negotiations  for  the  final  Shasi-Yunnanfu  railway 
contract  with  Pauling  &  Company,  the  great  British  firm  of 
railway  constructors.  The  line  originally  designed  for  this 
company  to  construct,  represented  the  natural  southwestern 
trunk  railway  from  Hankow  to  Yunnanfu.  Due,  however, 
to  the  French  attitude,  this  important  line  had  to  terminate 
at  the  almost  unknown  town  of  Singyfu,  located  in  the  south- 
west corner  of  Kweichow  province,  near  the  Yunnan  border, 
where  it  would  connect  with  the  projected  French  line  enter- 
ing the  province  of  Yunnan  from  Yamchow  in  Kwangsi.  The 
British  line  had  to  conform  to  the  French  definition  of  their 
sphere  in  Yunnan ;  it  had  to  terminate  at  the  border. 

The  fact  that  the  British  government  refrained  from  any 
opposition  to  this  procedure  and  permitted  this  important 
British   line   to   terminate   at   the   "jumping-off"   place   in 

36 


Kweichow  near  the  edge  of  Yunnan  province,  is  ample  evi- 
dence that  they  accepted  the  French  position  as  far  as  east- 
ern Yunnan  was  concerned.  As  an  offset  to  this  French 
domination  of  the  eastern  half  of  the  province,  and  to  pro- 
tect the  British  position  in  the  west,  contiguous  to  the  Bur- 
ma frontier,  Pauling  &  Company  were  granted  the  right  to 
construct  a  railway  from  Yunnanfu  to  Talifu,  the  first  link 
in  the  proposed  Yunnan-Burma  line.  The  British  company 
could  not  be  permitted  to  construct  the  urgent  trunk  line 
from  Hankow  into  Yunnanfu,  having  to  stop  at  the  provin- 
cial border,  but  there  was  no  objection  to  constructing  the 
line  from  Yunnanfu  westward  to  Talifu.  This  incident  indi- 
cates how  closely  the  lines  of  the  spheres  of  interest  were 
drawn  between  the  French  and  British  and  how  the  British 
moved  immediately  to  protect  their  position  in  western  Yun- 
nan after  the  French  Minister  scrapped  the  1896  treaty.  The 
Door  of  Equal  Opportunity  for  the  development  of  the  prov- 
ince that  had  remained  open  for  American  enterprise  was 
closed.  Yunnan  became  a  closed  French  and  British  preserve 
in  strict  accord  with  regional  understandings  and  the  doc- 
trine of  propinquity  recognized  in  the  subsequent  Lansing- 
Ishii  agreement.  Once  again,  we  see  here  the  outward  mani- 
festation of  set  policies ;  the  application  of  the  law  of  self- 
preservation.  The  French  put  the  screws  on  the  Chinese  to 
prevent  the  Pauling  line  from  creating  a  through  road  from 
the  heart  of  the  Yangtsze  Valley  to  the  capital  of  Yunnan 
province,  which  would  eventually  provide  the  British  with  a 
clear  road  into  Burma.  The  Franco-Russian  plan  was  to 
isolate  the  Yangtsze  region  and  obstruct  direct  communica- 
tion with  India,  while  manoeuvring  to  bring  about  strategic 
contact  between  Indo-China  and  the  Russian  spheres 
through  a  railway  traversing  the  British  preserve.  The 
Pauling  line  had  to  terminate  at  the  Yunnan  provincial  bor- 
der. The  British  at  once  checkmated  this  move  by  com- 
pelling the  Chinese  to  give  Pauling  &  Company  the  right 
to  the  line  from  Yunnanfu  to  Talifu,  from  whence  they  had 
already  obtained  a  definite  concession  for  a  railway  into 
Burma. 

Germany  and  Japan  Move 

Following  swiftly  on  the  heels  of  the  British  and  French 
moves  in  protecting  their  special  positions,  the  German  Min- 
ister at  Peking  shoved  through  a  secret  agreement  in  De- 
cember, 1913,  for  the  unfinished  lines  in  Shantung  provided 

2,7 


for  in  the  Kiaochao  Convention.  There  was  no  time  for 
discussing  terms  and  conditions.  The  German  Minister 
simply  demanded  the  same  terms  as  the  Belgians  had  ob- 
tained in  the  Lung-Tsung-U-Hai  agreement,  and  "then  stipu- 
lated that,  if,  in  the  future,  more  favorable  terms  were  con- 
ceded to  others,  they  would  apply  automatically  to  the  Ger- 
man lines.  It  was  done  before  the  other  Powers  knew 
anything  about  it.  As  a  matter  of  fact,  it  was  a  profound 
secret  to  everybody  except  those  on  the  inside  of  Chinese 
railway  matters.  After  protecting  their  position  and  pro- 
viding against  all  future  eventualities  in  the  matter  of 
financial  terms,  the  German  lines  were  placed  in  "cold- 
storage." 

As  nothing  is  done  in  Peking  without  the  facts  leaking 
out,  these  rapid  moves  on  the  part  of  Britain,  France  and 
Germany,  in  addition  to  Russia's  negotiations  for  railway 
loans  in  Paris,  to  be  employed  in  the  construction  of  Mon- 
golian lines,  alarmed  Japan,  who  came  last  into  the  race  to 
protect  her  position  in  Manchuria.  In  December,  1913,  the 
Japanese  Minister  initiated  negotiations  for  a  network  of 
railways  in  South  Manchuria  to  solidify  Japan's  strategic 
position  in  that  region.  These  requests  were  never  seriously 
attended  to,  the  negotiations  drifting  along  until  Japan  was 
compelled  to  embody  her  claims  in  the  famous  Twenty  One 
Demands.  It  was  not  until  December,  1915,  or,  after  the 
Demands  had  been  accepted,  that  a  loan  agreement  was 
finally  signed  for  one  of  these  lines,  an  insignificant  branch 
of  52  miles  to  the  South  Manchuria  Railway.  Again,  it  is 
worthy  of  note  that  Japan  acted  to  protect  her  strategic 
position  in  Manchuria  only  after  the  British,  French,  Rus- 
sians and  Germans  had  consolidated  their  hold  on  their  re- 
spective spheres.  What  was  conceded  to  the  others  grace- 
fully and  willingly,  without  a  murmur  from  China,  had  to  be 
extracted  by  severe  diplomatic  pressure  in  favor  of  Japan. 

Britain  Rounds  Out  Her  Hold  on  the  Yangtsze 

In  effect,  the  Battle  of  Concessions  of  1898  was  being  re- 
peated. All  bets  were  off;  all  agreements  set  aside.  Every- 
body was  grabbing.  The  British  determined  to  settle  once 
for  ail  the  question  of  the  Yangtsze  Valley  and  opened  nego- 
tiations with  the  Chinese  for  the  railway  from  Nanking  to 
Changsha,  delimiting  the  southern  boundary  of  the  eastern 
half  of  the  Yangtsze  Valley.  This  agreement  was  signed  in 
March,  1914.    Great  Britain  had  laid  her  plans  very  care- 
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fully.  Immediately  after  securing  the  five  railway  rights  in 
1898,  she  further  protected  her  position  in  the  Yangtsze  by 
filing  a  claim  for  the  extension  of  the  Shanghai-Hangchow- 
Ningpo  line  from  Hangchow  to  Kwanhsienfu  in  the  province 
of  Kiangsi,  destined  to  become  the  first  section  of  a  through 
trunk  line  from  Shanghai  to  Nanchang,  and  thence  up  the 
Kan  River  valley  to  Canton.  There  was  nothing  left  to 
chance.  After  filing  their  claim  and  extracting  a  promise 
from  the  Chinese  that  never  appeared  in  the  official  records, 
the  lino  went  into  "cold-storage"  against  the  day  when  it 
would  be  needed. 

The  time  now  seemed  opportune  for  the  British  govern- 
ment to  cement  its  hold  on  this  important  link  in  its  strategic 
system,  so,  in  the  early  part  of  1914,  the  British  Minister  at 
Peking  very  quietly  arranged  for  the  firm  of  Pearson  & 
Sons  to  construct  the  railway  from  Nanchang  to  Chao- 
chowfu,  and  another  up  the  Kan  River  Valley  from  Nan- 
chang to  connect  with  the  Canton-Hankow  line  at  Shuichow, 
in  the  province  of  Kwangtung.  Again,  after  carefully  pro- 
tecting her  position  in  this  quarter.  Great  Britain  placed 
these  rights  in  the  refrigerator.  She  had  played  the  game 
according  to  the  rules  of  regional  understandings  without 
trespassing  on  the  position  of  Japan  in  Fukien  or  the  French 
in  Yunnan  or  Kwangsi.   The  cream  had  now  been  skinned. 

The  Chinese  woke  up  when  it  was  too  late. 

VI 
THE  CHINESE  NATIONAL  RAILWAY  CORPORATION 


For  many  years  previous  to  the  revolution  of  1911,  Dr. 
Sun  Yat-sen  had  devoted  considerable  study  to  the  railway 
development  of  his  country,  dreaming  of  the  day  when 
China  would  be  criss-crossed  with  lines  like  the  United 
States.  On  resigning  the  presidency  of  the  new  Republic  in 
favor  of  Yuan  Shih-kai,  he  hastened  to  lay  his  plans  before 
the  latter.  Yuan  and  his  henchmen  secretly  ridiculed  his 
proposed  railway  scheme.  In  conceding  him  the  power  to 
proceed,  they  were  confident  he  would  dig  his  own  political 
grave.  Yuan  signed  a  Presidential  Mandate  in  September, 
1912,  empowering  Dr.  Sun  to  organize  a  national  corporafion 
for  the  financing  and  construction  of  new  railways.  A  com- 
prehensive and  practical  scheme  of  ten  thousand  miles  of 
new  lines  was  then  designed  and  a  delegate,  acting  as  the 

39 


loans,  or  commission  to  the  Chinese  was  requested.  It  was  a 
free  gift.  Dr.  Sun's  delegate  had  full  power  to  enter  into 
a  preliminary  contract.  No  argument  could  move  the  repre- 
sentative of  the  Group.  Dr.  Sun's  delegate  was  turned  away. 
The  last  favorable  opportunity  for  American  capital  to  ac- 
quire a  footing  in  China,  free  from  international  political 
complications,  was  thrown  away.  Yet,  strange  to  relate,  the 
same  representative  of  the  American  Group  in  his  capacity 
as  vice-president  of  another  combination,  three  years  later, 
accepted  without  a  murmur,  another  railway  contract,  which 
as  will  be  seen  later,  invited  the  most  serious  international 
complications. 

Despairing  of  any  modification  of  the  President's  policy, 
the  delegate  was  reluctantly  compelled  to  return  to  Europe 
and  enter  into  negotiations  with  independent  British  and 
French  constructors.  The  elimination  of  the  American 
Group  from  the  Consortium  deprived  the  proposed  inter- 
nationalization of  a  most  important  element.  To  have  nego- 
tiated the  scheme  at  that  time  with  the  British  Group,  would 
have  handed  over  the  railways  of  China  to  the  British, 
French  and  Germans.  Acting  for  the  higher  interests  of  the 
Chinese,  the  delegate  broke  the  scheme  into  sections  and  ne- 
gotiated the  separate  lines  with  independent  European  rail- 
way construction  firms,  in  the  hope  of  destroying  the 
spheres  of  interest  by  individual  contracts. 

The  great  opportunity  of  internationalizing  the  Chinese 
railways  was  lost  in  1913  by  the  refusal  of  President  Wilson 
to  reconsider  the  practical  side  of  industrial  loans.  The  in- 
explicable attitude  of  the  representative  of  the  American 
Group  when  the  Southwestern  trunk  system  was  offered 
them  on  a  "silver  platter,"  barred  the  door  that  the  Presi- 
dent had  closed.  When  the  Group  "turned  down"  a  deal  of 
this  kind,  no  other  American  bankers  were  willing  to  take 
it  up.  Had  President  Wilson  or  the  heads  of  the  Group  been 
accessible  to  those  who  could  have  advised  them,  the  Presi- 
dent would  not  have  had  to  reverse  his  policy  in  1919,  and 
sanction  the  organization  of  a  new  Consortium  to  take  the 
place  of  the  one  destroyed  in  1913,  nor  would  American 
bankers  have  paid  such  a  high  price  for  their  experience 
during  the  past  three  years  in  China. 

Dr.  Sun  Yat-sen  told  his  American  adviser  and  delegate 
before  starting  on  his  mission  that  he  desired  him  to  obtain 
the  best  terms  and  conditions  he  could  for  China,  that  the 
higher  interests  of  his  country  were  paramount  to  a  tem- 
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porary  financial  gain  for  the  corporation ;  he  placed  his  per- 
sonal honor  in  the  hands  of  his  delegate  and  gave  the  latter 
full  power.  Before  concluding  this  chapter,  it  must  be  placed 
on  record  that  although  President  Wilson's  withdrawal  of 
support  to  the  American  Group  resulted  disastrously  upon 
the  material  side  of  American  activities  in  China,  he  was 
fully  justified  from  the  higher  aspects  of  our  national  ideals. 
For  the  great  Reorganization  Loan  that  was  to  place  New 
China  upon  her  feet,  and  in  which  our  bankers  were  not  per- 
mitted to  participate  as  the  result  of  the  President's  prohi- 
bition, was  the  instrument  that  destroyed  the  nascent  Dem- 
ocracy in  China  and  hounded  Dr.  Sun  and  his  associates  into 
prison,  exile  and  death.  It  was  the  means  of  solidifying  the 
power  of  Autocracy,  and  let  loose  upon  China  the  hordes  of 
military  vampires  who  have  since  sucked  her  life-blood  dry. 
The  material  side  of  the  loan  has  much  to  be  said  in  its  favor, 
but  President  Wilson  was  right. 

Although  his  policy  deprived  Dr.  Sun's  railway  plans  of 
the  element  of  American  cooperation  so  essential  to  its  suc- 
cess and  dashed  to  the  ground  the  hopes  of  a  brilliant  future 
for  all  those  surrounding  the  leader  of  China's  Democracy, 
the  American  delegate  of  Dr.  Sun  realizing  that  the  prin- 
ciples behind  the  President's  policy  was  of  greater  import- 
ance  to  China  than  the  financial  gains  from  a  few  thousand 
miles  of  railways,  called  upon  and  thanked  President  Wilson 
in  the  name  of  Dr.  Sun  Yat-sen  for  his  adherence  to  those 
basic  ideals  which  safeguarded  the  future  of  self-govern- 
ment in  China. 

The  withdrawal  of  official  support  to  the  American  finan- 
cial group  and  the  manner  in  which  President  Wilson  pro- 
nounced his  opinions,  reflecting  as  they  did  on  the  motives 
and  good-faith  of  the  other  Groups,  had  its  immediate'  effect. 
Dr.  Sun's  plans  alarmed  the  other  Powers.  China  was  wak- 
ing up.  The  offer  of  the  southwestern  system  to  the  Ameri- 
cans, and  the  subsequent  contract  for  the  main  Canton- 
Chungking  line  with  Pauling  &  Company,  disclosed  to  the 
British  and  French  the  weak  spots  in  their  armor.  They 
decided  to  rectify  the  error  at  the  first  opportunity  and 
repair  the  breach  in  their  fences. 
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VII 

RESPONSIBILITY  FOR  THE  RETURN  TO  THE 
CLOSED  SPHERE  DOCTRINE 


Who  was  responsible  for  the  sudden  reversal  to  the  policy 
of  the  closed  railway  sphere?  At  first  sight,  it  would  appear 
that  the  British  company's  violation  of  the  1905  Secret 
Agreement  with  its  French  partners  in  the  final  Pukow-Sin- 
yang  arrangement,  started  the  diplomatic  wheels  moving. 
But  Great  Britain  had  fully  demonstrated  her  willingness, 
under  certain  conditions,  to  cooperate  with  others  in  the 
development  of  the  great  Yangtsze  region.  There  must 
have  been  some  weightier  reason  to  compel  her  departure 
from  this  liberal  policy,  that  cannot  be  altogether  explained 
by  the  activities  of  the  Banque  Industrielle  de  Chine,  or  the 
position  taken  by  Russia  and  Japan  in  the  Chinchow-Aigun 
and  Hsinmuntun-Fakumen  agreements.  It  is  easy  enough, 
from  the  American  viewpoint,  to  take  the  Chinchow-Aigun 
intrigue  as  the  starting  point,  but  we  have  here  a  situation 
where  Great  Britain  and  France  stood  solidly  by  the  side  of 
their  Allies  in  closing  the  Manchurian  railway  door.  It  was 
not  specifically  aimed  at  the  United  States,  In  effect  there 
were  other  and  weightier  reasons. 

The  story  is  a  long  one,  having  to  do  with  Russia's  de- 
signs in  Asia,  which  will  be  outlined  in  another  chapter.  It 
may  be  said,  however,  that  the  disturbing  element  was  the 
re-entrance  of  Belgium  into  the  Chinese  loan  and  railway 
field.  The  circumstances  surrounding  Belgian  activities  at 
the  conclusion  of  the  Revolution  in  1911,  the  affiliations  of 
the  Belgian  Group,  the  nature  of  the  contracts,  all  seemed  to 
brazenly  flaunt  the  fact  that  Belgium  was  still  acting  as  the 
jackal  of  Russia.  The  Belgians  stoutly  disclaim  the  con- 
nection, but,  as  in  1898,  the  burden  of  evidence  is  against 
them.  If  British  diplomats  had  sufficient  proof  in  1898  to 
justify  their  suspicions  of  Belgian  activities  in  China,  they 
were  equally  justified  in  1911  when  they  re-entered  the  field 
and  defied  the  Powers  by  negotiating  a  $5,000,000  loan  se- 
cured on  the  Kalgan  railway,  three  days  after  the  Four- 
Power  Consortium  had  signed  a  hard  and  fast  agreement 
with  the  new  government  to  finance  it. 

Russia,  at  that  time,  was  not  part  of  the  Consortium. 
For  years  she  had  kept  her  eye  on  the  Kalgan  railway,  but 
was  debarred  from  openly  moving  to  acquire  a  lien  on  the 
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line,  because  of  her  compromise  with  Great  Britain  in  the 
Scott-Muravieff  agreement.  When  the  time  was  propitious, 
and  after  the  Chinese  had  unsuccessfully  hawked  the  loan 
during  the  revolution  amongst  the  independent  financiers  of 
Europe  and  America,  little  Belgium  stepped  in  and  took  it 
over.  The  option  on  this  loan  was  held  by  the  American 
banking  house  of  Wm.  Salomon  &  Company,  who  were  pro- 
hibited from  taking  it  over  by  the  State  Department.  As 
compensation  for  this  opportune  service  at  a  time  when  they 
required  funds  whose  expenditure  would  not  be  supervised, 
the  Chinese  statesmen  gratefully  entered  into  a  contract 
with  the  Belgians  for  the  great  Trans-China  trunk  railway 
from  the  sea  at  Haichow  to  Lanchow  in  Kansu,  with  an  op- 
tion on  the  extension  to  Suchow  in  the  Kansu  Panhandle. 
This  line  would  ultimately  be  extended  into  Central  Asia 
and  connect  with  the  Russian  system  in  Turkestan.  It  was 
part  of  the  official  Russian  railway  program.  Although  the 
original  deep-water  terminus  was  designated  at  Haichow,  a 
small  undeveloped  port  on  the  coast  of  Kiangsu  province, 
subsequent  developments  carried  the  line  to  a  port  at  the 
mouth  of  the  Yangtsze  called  Tungchow.  This  brought 
Russia  into  the  strategical  heart  of  the  British  sphere.  The 
Bear  had  obtained  another  warm-water  outlet  on  the  Pacific. 
Great  Britain  woke  up  with  a  bang.  The  undoubted  pro- 
Russian  complexion  of  this  contract  was  therefore  the  chief 
motive  for  Britain's  rapid  change  of  policy.  The  contract 
was  signed  in  October,  1912,  or  immediately  after  Yuan 
Shih-Kai  had  set  his  seal  to  the  Mandate  conceding  full 
power  to  Dr.  Sun  Yat-sen  to  finance  the  future  railways 
of  China. 

In  August,  1913,  after  the  collapse  of  Dr.  Sun's, scheme, 
another  Belgian  syndicate  closely  identified  with  the  Rus- 
sians, in  fact,  as  afterw^ards  disclosed,  a  component  part  of 
the  official  Russian  group,  secured  the  contract  for  another 
great  north  and  south  trunk  line  from  Tatung  to  Chengtu, 
thus  cementing  Russian  control  over  the  western  and  north- 
western regions  of  China,  and  realizing  her  .great  dream 
of  connecting  with  her  French  Ally  on  the  south.  The  real 
disturbing  element  in  the  international  political  situation 
was  therefore  the  same  old  combination  that  had  so  success- 
fully mixed  things  up  in  1898.  The  activities  of  the  French 
Bank  in  the  Yangtsze  Valley  during  the  summer  of  1913, 
following  immediately  after  the  Belgian  contract  for  the 
Lung-Tsung-U-Hai    line   and   emphasized   by   the   Tatung- 
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line,  because  of  her  compromise  with  Great  Britain  in  the 
Scott-Muravieff  agreement.  When  the  time  was  propitious, 
and  after  the  Chinese  had  unsuccessfully  hawked  the  loan 
during  the  revolution  amongst  the  independent  financiers  of 
Europe  and  America,  little  Belgium  stepped  in  and  took  it 
over.  The  option  on  this  loan  was  held  by  the  American 
banking  house  of  Wm.  Salomon  &  Company,  who  were  pro- 
hibited from  taking  it  over  by  the  State  Department.  As 
compensation  for  this  opportune  service  at  a  time  when  they 
required  funds  whose  expenditure  would  not  be  supervised, 
the  Chinese  statesmen  gratefully  entered  into  a  contract 
with  the  Belgians  for  the  great  Trans-China  trunk. railway 
from  the  sea  at  Haichow  to  Lanchow  in  Kansu,  with  an  op- 
tion on  the  extension  to  Suchow  in  the  Kansu  Panhandle. 
This  line  would  ultimately  be  extended  into  Central  Asia 
and  connect  with  the  Russian  system  in  Turkestan.  It  was 
part  of  the  official  Russian  railway  program.  Although  the 
original  deep-water  terminus  was  designated  at  Haichow,  a 
small  undeveloped  port  on  the  coast  of  Kiangsu  province, 
subsequent  developments  carried  the  line  to  a  port  at  the 
mouth  of  the  Yangtsze  called  Tungchow.  This  brought 
Russia  into  the  strategical  heart  of  the  British  sphere.  The 
Bear  had  obtained  another  warm-water  outlet  on  the  Pacific. 
Great  Britain  woke  up  with  a  bang.  The  undoubted  pro- 
Russian  complexion  of  this  contract  was  therefore  the  chief 
motive  for  Britain's  rapid  change  of  policy.  The  contract 
was  signed  in  October,  1912,  or  immediately  after  Yuan 
Shih-Kai  had  set  his  seal  to  the  Mandate  conceding  full 
power  to  Dr.  Sun  Yat-sen  to  finance  the  future  railways 
of  China. 

In  August,  1913,  after  the  collapse  of  Dr.  Sun's  scheme, 
another  Belgian  syndicate  closely  identified  with  the  Rus- 
sians, in  fact,  as  afterwards  disclosed,  a  component  part  of 
the  official  Russian  group,  secured  the  contract  for  another 
great  north  and  south  trunk  line  from  Tatung  to  Chengtu, 
thus  cementing  Russian  control  over  the  western  and  north- 
western regions  of  China,  and  realizing  her  .great  dream 
of  connecting  with  her  French  Ally  on  the  south.  The  real 
disturbing  element  in  the  international  political  situation 
was  therefore  the  same  old  combination  that  had  so  success- 
fully mixed  things  up  in  1898.  The  activities  of  the  French 
Bank  in  the  Yangtsze  Valley  during  the  summer  of  1913, 
following  immediately  after  the  Belgian  contract  for  the 
Lung-Tsung-U-Hai   line   and   emphasized   by   the   Tatung- 
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Chengtu  concession,  decided  the  British  to  defend  their  po- 
sition in  the  Yangtsze. 

Everything  indicated  another  forward  move  on  the  part 
of  Russia  into  the  regions  south  of  the  Great  Wall  under 
cover  of  her  Belgian  agent,  backed  by  the  capital  of  her 
French  ally.  The  Belgian  syndicates  formed  part  of  the 
official  Russian  Group  when  the  latter  was  subsequently 
taken  into  the  Consortium.  This  Russian  activity  in  spheres 
from  which  she  was  barred  through  her  undertakings  with 
Great  Britain,  started  all  the  other  Powers  to  defend  their 
positions.  Following  the  Belgian  agreement  for  the  Tatung- 
Chengtu  and  the  British  Pukow-Sinyang  deal,  and  Russia's 
moves  in  Mongolia,  the  Japanese  opened  negotiations  for  the 
Manchurian  lines,  the  French  consolidated  their  position  in 
South  China  and  the  Germans  put  some  extra  rivets  in  their 
water-tight  compartment  in  Shantung, 

There  is  another  side  to  the  story.  Russia,  being  a  bor- 
rowing nation,  was  not  included  in  the  original  Four  Power 
Group.  China  was  determined  to  raise  money  outside  the 
Groups  if  possible,  and  welcomed  the  opportunity  of  doing 
business  with  the  Belgians.  From  their  point  of  view  they 
were  doing  a  smart  thing  in  circumventing  the  Groups 
and  refused  to  admit  they  were  selling  their  soul  to  the 
devil. 

The  moral  of  this  story  is,  that  the  Chinese  will  never 
accept  the  imposition  of  a  financial  monopoly  if  there  is  a 
chance  of  conducting  business  on  the  side  with  independent 
bankers.  They  may  accept  the  Consortium  because  they  are 
compelled  to,  but  just  as  soon  as  an  independent  banker  is 
willing  to  make  a  loan,  the  Chinese  will  insist  on  their  right 
to  enter  into  such  contracts.  It  was  the  weak  point  in  the  old 
Four  Power  Group.  Russia  and  Japan  were  omitted  be- 
cause of  their  inability  to  raise  funds.  Adhering  to  her  old 
tactics.  Russia  employed  little  Belgium  as  her  tool  to  beat 
the  combination.  The  result  was  the  breakdown  of  the  Open 
Door  policy  and  a  return  to  the  closed  sphere. 

Analysis,  therefore,  fully  discloses  that  it  was  not  the 
Japanese  policy  in  Manchuria  which  precipitated  the  revival 
of  the  closed  sphere,  but  the  financial  situation  in  Europe 
which  permitted  French  capital  to  cooperate  with  Belgium 
for  the  advancement  of  Russian  policy  in  Asia.  In  extend- 
ing their  great  trunk  line  from  Central  Asia  down  to  the 
mouth  of  the  Yangtsze  and  invading  the  British  preserves, 
the  combination  went  a  step  too  far.    Britain  could  not  de- 
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mand  compensation  as  she  did  in  1898,  and  openly  penalize 
China  for  doing  business  with  the  Belgians,  so  she  simply 
broke  her  agreement  with  the  French,  whose  money  made 
the  Russian  and  Belgian  schemes  possible,  and  notified  the 
world  to  "Keep  off  the  grass"  in  the  Yangtsze  Valley. 

VIII 

THE   INTERNATIONAL  FINANCE   AND   CONSTRUC- 
TION COMPANY 

Notwithstanding  these  almost  insurmountable  difficulties 
the  President  of  China  made  a  sincere  attempt  to  retrieve 
the  mistakes  of  the  past  by  authorizing,  in  December,  1913, 
the  organization  of  an  international  finance  and  construc- 
tion company  for  the  purpose  of  taking  over  a  new  national 
scheme  of  10,000  miles  of  state  railways.  The  sudden  re- 
vival of  foreign  diplomatic  activities  in  delimiting  anew  the 
spheres  of  interest  alarmed  the  Chinese.  It  was  late  in  the 
day  to  remedy  their  mistakes.  They  determined,  however, 
to  make  another  effort  to  take  the  railways  out  of  politics. 
The  way  things  were  moving,  the  Chinese  Government  had 
no  time  to  attend  to  pressing  internal  reforms  unless  the 
constant  demands  of  the  Powers  for  railway  concessions 
was  satisfied.  Their  own  folly  and  incompetency  were 
responsible  for  their  troubles. 

To  this  end,  a  new  system  of  national  railways  to  meet 
the  urgent  strategic  and  transportation  needs  of  the  coun- 
try, was  designed  by  an  American  who  received  the  grand 
prize  in  an  international  competition  for  this  purpose.  It 
was  then  made  the  basis  of  the  new  negotiations.  An  honor- 
able and  equitable  program  was  outlined,  including  Chinese 
participation  in  the  construction  profits,  and  two  delegates, 
one  Chinese  and  the  American  expert,  were  sent  to  Europe 
with  full  powers  from  the  President  and  Cabinet  to  open  ne- 
gotiations with  the  bankers. 

This  time  the  scheme  received  the  whole-hearted  support 
and  approval  of  the  most  reputable  and  experienced  con- 
struction firms  of  England,  France,  Germany  and  the  United 
States.  These  firms  were  specially  selected  as  represent- 
ative of  the  best  engineering  practice  in  their  respective 
countries,  and  formally  and  officially  invited  by  the  Chinese 
Government  to  participate  in  the  scheme.  Backed  by  the 
most  powerful  financial  institutions,  the  new  combination 
was  willing  to  guarantee  the  raising  of  loans  aggregating 
$500,000,000  to  build   the   proposed  railways.    The   inter^ 
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national  company  was  organized  in  Paris  on  April  22,  1914. 
There  was  no  hitch.  It  was  dealt  with  as  a  purely  business 
proposition  between  business  men,  free  from  the  interfer- 
ence of  Foreign  Office  policies. 

Ten  thousand  miles  of  new  railways  were  to  be  financed 
under  an  international  loan  and  built  within  ten  years.  Each 
participant  was  to  receive  an  equal  mileage  to  construct 
and  equip.  The  terms  (referred  to  at  length  in  another 
chapter)  were  the  most  favorable  ever  conceded  by  inter- 
national finance  to  a  foreign  government  for  work  of  this 
nature,  made  possible  by  the  extent  of  the  contract  guaran- 
teeing continuous  employment  for  capital  and  the  construct- 
ors over  a  long  period  of  years.  As  soon  as  the  company  was 
organized,  the  French  participants,  (Societe  Construction 
des  Batignolles  and  the  Banque  de  I'lndo-Chine)  were 
obliged  to  obtain  permission  from  the  Foreign  Officee  to 
place  their  share  of  the  loan  on  the  Bourse.  The  French  For- 
eign Office  requested  that  the  scheme  be  presented  for  their 
scrutiny  in  order  to  ascertain  if  any  of  the  proposed  lines 
conflicted  with  the  rights  of  their  Russian  Ally  in  Man- 
churia or  Mongolia.  As  none  of  the  projected  lines  en- 
croached upon  the  Russian  or  Japanese  spheres,  the  consent 
of  the  French  Government  seemed  a  foregone  conclusion. 

The  weak  point  in  the  scheme  was  the  failure  to  include 
the  lines  in  Manchuria  and  Mongolia,  thus  penalizing  the 
British  in  the  Yangtsze  and  leaving  her  old  enemy  a  free 
field. 

Right  here  we  have  the  key  to  the  events  which  paved  the 
way  for  the  defeat  of  the  scheme.  The  French  were  willing 
to  participate,  in  fact,  the  financial  support  to  the  French 
construction  company  was  the  official  French  Group.  But 
the  French  Government  could  not  give  its  consent  until  as- 
sured that  the  projected  lines  would  not  conflict  with  the 
rights  of  its  Russian  Ally.  They  were  willing  to  participate 
in  any  scheme  which  opened  up  the  Yangtsze  region  to  their 
activities,  but  opposed  to  any  interference  with  the  rights  of 
Russia.  They  had  fully  protected  their  own  sphere  in  Yun- 
nan and  Kwangsi  with  important  lines,  and  were  now 
anxious  to  share  in  the  development  of  the  Yangtsze  region. 
They  could  not  permit  the  Pauling  line  to  enter  the  province 
of  Yunnan  or  consent  to  a  through  British  railway  from 
Burma  to  the  Yangtsze,  and  were  now  safeguarding  the  in- 
terests of  their  Ally.  It  was  a  foregone  conclusion,  that  the 
British  would  reject  the  scheme  because  of  this  attitude  of 
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France,  and  the  failure  to  include  the  Russian  lines.  In  plain 
words,  it  meant  that  the  Russian  sphere  was  immune  from 
internationalization.  It  is  well  to  remember  this  when  we 
come  to  a  discussion  of  Japan's  interests. 

Before  the  French  authorities  officially  answered  their 
banking  group,  the  British  participants  (Messrs,  Pauling 
&  Company  and  Erlanger  &  Company)  notified  the  British 
Foreign  Office  of  the  organization  of  the  new  company.  The 
French  position  was  also  communicated  to  them.  The  answer 
of  the  British  was  clear  and  unmistakable.  The  Foreign 
Office  said,  in  effect: 

"Before  the  British  Government  can  give  its  official 
consent  to  the  operation  of  the  company,  the  Chinese  Gov- 
ernment must  approach  us  through  the  regular  diplomatic 
channels  and  submit  the  proposed  scheme  for  our  approval ; 
furthermore,  all  railways  that  traverse  or  encroach  upon 
the  Yangtsze  Valley  must  be  built  by  the  British  participant 
in  the  company." 

This  was  a  clean-cut  declaration  of  policy.  The  British 
Government,  tired  of  the  continual  struggle  to  preserve  its 
strategical  position,  arrogated  to  itself  the  right  to  be  con- 
sulted in  these  matters  and  reverted  to  the  policy  of  the 
closed  railway  sphere  in  the  Yangtsze  Valley.  This  brought 
the  negotiations  to  a  full  stop.  The  situation  was  carefully 
explained  to  the  American  Ambassador  in  London  and  the 
facts  communicated  to  the  American  participants  (Messrs. 
J.  G.  White  &  Company)  with  the  request  that  the  atten- 
tion of  the  State  Department  be  at  once  invited  to  the 
menace  to  the  Open  Door  principle,  and  that  friendly  rep- 
resentations be  made  to  the  British  Government  in  order  to 
preserve  the  traditional  policy  of  the  United  States  in 
China.* 


*1  wish  to  place  on  record,  that  I  was  the  first  to  misjudge  the  position 
of  the  Britisli  government,  and  because  of  my  imjjerfect  knowledge  of  the 
higher  political  issues  involved,  jumped  to  the  conclusion  that  its  attitude 
was  inspired  by  a  desire  to  preserve  a  monopoly  for  the  official  British 
banking  group  and  its  subsidiary  in  the  railway  field.  For  many  years  I 
have  been  seeing  this  problem  from  the  purely  commercial  and  idealistic 
angle  and  ignoring  the  deeper  polftical  issues.  In  drafting  the  original  rail- 
way scheme  certain  lines  in  Manchuria  and  Mongolia  were  included,  but 
afterwards  eliminated  under  the  urging  of  the  Chinese  that  thev  would 
provoke  complications  and  destroy  all  possibility  of  success.  As  neither 
Russia  or  Japan  could  be  said  to  have  any  large  and  reputable  construction 
firms,  the  international  scheme  was  designed  to  cover  those  countries  whose 
engineers  were  expert  in  railway  building.  In  viewing  this  situation  from 
the  new  angle,  the  British  opposition  is  fully  justified,  for  it  would  be  im- 
possible for  the  British  government  to  give  its  consent  to  a  scheme  which 
provided  .solely  for  the  internationalization  of  the  Eighteen  Provinces,  and 
exclude  the  greater  fields  in  Manchuria  and  Mongolia.  Unwittinglv.  I  had 
also  permitted  myself  to  become  enmeshed  in  the  web  of  a  Chinese  intrigue 
to  advance  the  interests  of  Russia  at  the  expense  of  Great  Britain.  If  the 
Open  Door  policy  was  to  be  applied  to  the  Eighteen  Provinces  and  the 
Yangtsze  Valley  thrown  open,  the  principle  should  have  been  extended  to 
include  the  Russian  sphere.  The  rebuke  which  came  from  the  British 
Foreign   Office  and   destroyed   the   scheme   was   well   merited. 
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To  this  most  reasonable  request  for  intervention  in  a 
matter  which  involved  the  basic  rights  of  American  capital 
in  China,  the  State  Department  side-stepped  the  issue. 
Replying  to  the  communication,  the  Far  Eastern  Bureau 
said,  that  as  the  proposed  contract  constituted  a  "monopoly" 
of  railv^ay  construction  in  China,  the  American  Government 
could  take  no  steps  in  its  behalf.  The  attention  of  the 
Department  v^^as  then  invited  to  the  fact  that  the  proposed 
company  had  been  organized  on  the  initiative  of,  and  by 
the  invitation  of  the  Chinese  Government ;  that  the  several 
participants  had  been  selected  for  their  general  reputation 
for  efficiency ;  the  scheme  of  10,000  miles  would  give  to 
each  participant  a  fair  share  in  the  development  of  China 
and  enabled  them  to  concede  the  most  favorable  terms.  In 
other  words,  the  undertaking  was  one  within  the  sovereign 
rights  of  the  Chinese  Government  to  place  into  execution, 
and  outside  the  province  of  the  American  State  Depart- 
ment to  qualify  as  a  monopoly,  when  American  interests 
had  been  conceded  an  equal  share.  To  this  explanation,  no 
reply  was  vouchsafed.    It  was  a  closed  incident. 

It  is  perhaps  pertinent  to  emphasize  this  episode  at  this 
time,  when  the  American  Government  has  reversed  its 
policy  and  is  now  anxious  to  create  a  new  consortium  for 
the  financing  of  Chinese  railways  in  which  Russia  is  not 
included.  Under  changed  conditions,  due  to  the  creation 
of  the  new  consortium,  the  monopoly  of  Chinese  railway 
finance  will  be  turned  over  to  the  new  American  Group, 
who  may  adhere  to  the  old  methods  of  constructing  Chinese 
railways.  The  rights  of  J.  G.  White  &  Company  will  be 
wiped  out. 

What  was  termed  a  monopoly  of  railway  construction 
in  1914  where  the  interests  of  one  company  were  con- 
cerned, now  becomes  a  highly  legitimate  proposition  under 
changed  conditions.  It  is  difficult  to  reconcile  the  attitude 
of  the  State  Department  in  1914  with  that  of  five  years 
later,  especially  when  it  amounts  to  penalizing  one  reputable 
American  firm  for  entering  the  Chinese  railway  field  at 
the  express  invitation  of  the  Chinese  Government,  and  then 
handing  over  the  same  business  to  another  monopoly,  called 
into  being  by  the  American  Government  when  it  changed 
its  mind  about  China. 

In  inviting  attention  to  this  phase  of  the  situation,  it 
may  be  added,  that  when  informed  of  the  attitude  of  the 
British  Government  and  the  refusal  of  the  American  State 
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Department  to  take  any  action  in  support  of  the  company, 
the  Chinese  Government  simply  suspended  the  negotiations. 
They  were  never  officially  cancelled.  The  outbreak  of  the 
war  a  few  weeks  afterward,  effectively  put  an  end  to 
further  negotiations  pending  a  more  favorable  opportunity. 

Another  American  construction  firm  has  since  entered 
the  Chinese  railway  field  and  obtained  a  contract  for  1,500 
miles  of  railways,  in  addition  to  the  Grand  Canal  Con- 
servancy contract,  calling  for  loans  aggregating  $100,- 
000,000,  on  terms  far  exceeding  those  embraced  in  the 
J.  G.  White  participation  of  2,500  miles  of  lines  in  the 
international  company.  If  a  contract  for  2,500  miles  of 
railways  involving  loans  aggregating  $125,000,000,  under 
the  most  favorable  terms  ever  accorded  a  foreign  govern- 
ment, entered  into  at  the  express  invitation  of  the  Chinese 
Government,  is  characterized  by  the  American  State 
Department  as  a  "monopoly"  what  term  can  be  employed 
in  designating  a  contract  for  1,500  miles  with  the  option 
on  a  further  1,500,  which,  in  addition  to  higher  terms, 
embraced  a  twenty  per  cent,  participation  in  the  profits 
of  the  lines?  A  legitimate  business  combination  organized 
by  the  Chinese  Government  became  a  "monopoly"  in  1914, 
while  a  contract  for  3,000  miles  which  has  embroiled  the 
government  in  no  end  of  diplomatic  difficulties  becomes 
perfectly  legitimate  in  1919!  Such  is  the  wobbly  way  of 
American  policy  in  China.  The  independent  American  is 
never  certain  as  to  his  rights,  and  must  stand  aside  and 
see  the  fruits  of  his  labors  handed  over  to  other  and  more 
powerful  interests. 

IX 

GREAT  BRITAIN,  FRANCE  AND  JAPAN 
CLOSE  THE  DOOR 

Following  immediately  after  the  verbal  declaration  by 
the  British  Foreign  Office  in  its  communication  to  Messrs. 
Pauling  &  Company  in  May  (1914),  and  the  reply  of  the 
American  State  Department  to  J.  G.  White  &  Company  a 
month  later,  the  British  Minister  for  Foreign  Affairs,  Sir 
Edward  Grey,  was  called  upon  to  defend  his  policy  in  Asia 
Minor  and  China  before  the  House  of  Commons.  His 
speech,  delivered  on  July  10,  was  a  clear-cut  pronouncement 
of  Britain's  return  to  the  closed  sphere  in  the  matter  of 
railways  in  the  Yangtsze  Valley;  "they  must  be  built  by 
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British  capital."  This  open  declaration  corroborated  and 
emphasized  the  statement  made  to  Pauling-  &  Company  and 
confirmed  the  warning  conveyed  to  the  State  Department. 
It  marked  the  end  of  the  road,  the  closing  of  the  Door.  The 
Chinese  had  antagonized  the  British  by  conceding  to  the 
Belgians  a  railway  concession  that  admitted  their  Russian 
partner  to  a  port  at  the  mouth  of  the  Yangtsze  and  made 
the  mistake  of  organizing  a  corporation  that  would  still 
further  endanger  British  interests.  Britain  determined  to 
run  no  further  chances  in  her  preferred  sphere. 

France  Secretly  Follows  Britain's  Lead 

The  open  statement  of  the  British  Foreign  Minister  was 
not  lost  on  the  other  Powers  interested  in  China.  They 
knew  that  the  end  had  come  and  took  steps  accordingly.  The 
reply  of  the  State  Department  to  J.  G.  White  &  Company 
was  duly  communicated  to  the  French  and  German  partici- 
pants in  the  international  company,  and  by  them,  to  their 
Foreign  Offices.  The  German  Government  refused  to  take 
any  action,  stating  that  if  the  American  Government  de- 
clined to  take  any  interest  in  its  pet  policy,  Germany  would 
hold  tight  to  its  sphere  in  Shantung  and  its  hinterland. 

The  French  Government,  however,  had  not  fully  boarded 
up  its  preserves  in  South  China  and  hastened  to  close  the 
opening  in  the  fence.  Sir  Edward  Grey's  clear-cut  pro- 
nouncement of  policy  told  the  French  that  there  was  no  time 
to  lose.  Immediate  instructions  were  dispatched  to  the 
French  Minister  at  Peking  to  obtain  from  the  Chinese  Gov- 
ernment an  assurance  that  all  railways  in  the  province  of 
Kwangsi  must  be  built  by  French  capital.  This  communica- 
tion was  sent  by  mail  in  the  middle  of  July  and  took  about 
a  month  to  reach  Peking.  This  explains  why,  in  the  first 
week  of  September,  1914,  when  the  life  of  France  was  hang- 
ing in  the  balance,  the  French  Minister  at  Peking  obtained 
the  secret  understanding  with  China  which  closed  the 
province  of  Kwangsi  to  all  but  French  capital  in  railway 
development. 

Japan  Finishes  the  Job 

The  announcement  of  British  policy  was  made  by  Sir 
Edward  Grey  on  July  10th.  The  French  Foreign  Office 
moved  immediately  afterward,  and  in  September  had  closed 
Kwangsi.  Yunnan  had  already  been  divided  between  Britain 
and  France ;  Russia  had  consolidated  her  position  in  Mon- 
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golia  and  northern  Manchuria,  while  Germany  was  en- 
trenched in  Shantung.  What  had  been  conceded  to  all  the 
other  Powers  by  China  without  a  murmur,  would  never  be 
granted  to  Japan  except  under  pressure.  The  American 
Government  was  supremely  indifferent  to  the  closing  of  the 
European  spheres,  not  a  note  of  protest  was  heard,  even 
when  the  facts  were  placed  before  the  State  Department. 
Only  when  Japan  applied  the  screws  did  an  emphatic  re- 
iteration of  the  Open  Door  policy  emanate  from  Washing- 
ton. China  was  disintegrating  before  the  wondering  gaze 
of  Japan,  who  saw  the  menace  to  her  own  independence 
creeping  nearer  and  nearer.  China  was  undermining  her 
own  national  existence  through  the  corruption  of  her  offi- 
cials, playing  the  Russian  game.  Is  it  any  wonder  that 
Japan,  after  her  victory  over  Germany,  decided  that  the 
time  had  arrived  to  protect  her  own  position?  These  are 
some  of  the  ^reasons  leading  up  to  the  drafting  of  the 
Twenty-one  Demands  in  November,  immediately  after  the 
fall  of  Tsingtao. 

The  celebrated  Demands  were  handed  to  Minister  Hioki 
on  December  3,  1914.  They  followed  as  the  logical  se- 
quence of  what  had  gone  before.  The  chain  of  events  was 
completed.  Russia  started  the  ball  rolling.  France  moved 
to  assist  her  Ally.  Britain  was  forced  to  act  quickly.  The 
example  had  been  set.  It  is  foolish  for  the  Chinese  and 
Americans  to  argue  that  the  European  Powers  were  justi- 
fied and  invite  attention  solely  to  the  moves  of  Japan,  whose 
existence  was  imperilled.  The  much  discussed  Shantung  and 
Manchurian  treaties  are  part  of  the  general  problem.  It  is 
impossible  to  dissociate  the  acts  of  Japan  from  the  prece- 
dents created  by  the  other  Powers.  If  Great  Britain  was 
justified  in  1898  in  penalizing  China  for  admitting  'the  Bear 
into  territories  south  of  the  Great  Wall  under  cover  of  Bel- 
gium, and  extracting  five  railway  concessions  under  threat 
of  an  ultimatum  to  preserve  her  strategical  position  in  the 
Yangtsze,  then  Japan  was  equally  warranted  in  extracting 
concessions  from  China  in  1915  in  order  to  safeguard  her 
own  existence,  menaced  by  Russia's  domination  of  Mongolia. 
It  is  impossible  to  apply  one  principle  in  favor  of  Great 
Britain,  France  and  Russia,  and  deny  its  force  where  Japan 
is  concerned. 

Japan's  blunder  in  drafting  and  presenting  the  Demands 
consisted  in  trying  to  induce  China  to  cede  railway  rights 
connecting  Wuchang  with  Kiukiang  and  Nanchang,  Nan- 
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chang  to  Hangchow,  and  Nanchang  to  Chaochowfu.  Japan 
was  obviously  attempting  to  surround  her  Fukien  sphere 
with  strategic  railways  in  the  same  manner  that  Great 
Britain  had  staked  out  the  Yangtsze  region  and  France  her 
preserves  in  the  south.  But  the  British  "were  there  first," 
and  had  these  right  safely  salted  away  in  cold  storage, 
Japan,  knowingly  or  otherwise,  committed  the  error  of 
breaking  her  understanding  by  attempting  to  trespass  on 
her  Ally's  special  preserves,  after  the  British  had  refused  to 
sanction  any  contract  that  might  interfere  with  Japan's 
position  in  Fukien.  Pauling  &  Company  had  been  offered 
the  line  from  Nanchang  to  Moechow  by  the  Chinese,  but  the 
British  Minister  objected  in  order  to  safeguard  Japan's  posi- 
tion. 

Japan's  undoubted  idea  was  to  obtain  control  of  the 
entire  southeastern  part  of  China  comprised  within  the 
triangle  bounded  by  Hankow,  Hangchow  and  Swatow,  or  the 
hinterland  behind  and  surrounding  the  province  of  Fukien. 
This  she  had  already  started  to  stake  out  by  loaning  the 
funds  for  the  Kiukiang-Nanchang  and  the  Swatow-Chao- 
chowfu  railways  and  for  the  development  of  the  Tayeh 
mines.  Had  Japan  respected  the  preserves  of  Great  Britain 
as  religiously  as  the  latter  had  lived  up  to  her  implied  obli- 
gation with  Japan,  the  fate  of  Group  V  of  the  celebrated 
Demands  might  have  been  different.  It  may  be  said,  how- 
ever, that  the  existence  of  these  British  rights  to  the  rail- 
ways from  Nanchang  to  Chaochowfu  and  Shuichow  and  the 
extension  of  the  Hangchow  line  to  Kwanhsienfu,  was  not 
generally  known.  This,  however,  cannot  excuse  the  Japa- 
nese, whose  intelligence  service  in  China  should  have  learned 
of  the  existence  of  these  rights.  If  they  were  not  informed, 
somebody  blundered. 


X 


ANALYSIS  OF  THE  SITUATION  AT  THE 
OUTBREAK  OF  THE  WAR 

The  acceptance  of  the  Twenty-one  Demands  by  China 
marked  the  finish  of  the  Open  Door  doctrine.  China  lay 
divided  into  several  fenced-in  enclosures;  the  private 
railway  preserves  of  Russia,  Great  Britain,  France  and 
Japan,    with    little    Belgium    holding    the    buffer    spheres 
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through  control  of  strategic  lines  for  the  benefit  of  her 
principals. 

The  story  outlined  herein  is  only  half  told.  Enough  has 
been  written  to  show  that  the  Open  Door  doctrine  had 
vanished  into  thin  air.  America  was  again  outside,  holding 
the  bag.  With  the  signing  of  the  Sino-Japanese  Treaties 
China  was  so  parcelled  out  that  there  was  no  place  where 
(Americans  could  build  a  railway  without  trespassing  on  the 
rights  of  others.  The  sole  remaining  American  right  was 
embraced  in  the  American  Group's  participation  in  the 
Hukwang  Loan  and  the  footing  of  J.  G.  White  &  Company 
in  the  suspended  negotiations  for  the  organization  of  the 
International  Finance  and  Construction  Company, 

True,  when  the  American  Group  withdrew  from  the  field 
in  1913,  it  notified  the  Chinese  Government  that  it  retained 
all  rights  to  the  Chinchow-Aigun  contract,  but  this  was 
weakened  in  1914  when  its  British  partner  (Pauling  & 
Company)  surrendered  their  participation  for  additional 
compensation  in  the  Shasi-Singyfu  contract.  The  Man- 
churian  treaties  of  May,  1915,  effectively  annulled  their 
rights  to  the  southern  half  of  this  line,  and,  when,  in  March, 
1916,  the  Russo-Asiatic  Bank  induced  the  Chinese  to  sign 
the  agreement  for  the  line  from  Harbin  to  Aigun  with  a 
branch  from  Tsitsihar  to  Mergun,  which  took  over  the 
northern  half  of  the  Chinchow-Aigun  line,  the  isolation  of 
American  capital  was  complete.  This  is  another  illuminat- 
ing incident  disclosing  the  close  sympathy  existing  between 
the  Chinese  and  Russians.  Russia  was  in  a  state  of  col- 
lapse, yet  the  Chinese  meekly  handed  over  the  contract  for 
this  line  in  northern  Manchuria  in  order  to  strengthen 
Russia's  strategical  position.  China  implored  the  world  to 
save  her  from  acknowledging  the  validity  of  the  Japanese 
railway  contracts  in  South  Manchuria  signed  in  September, 
1918,  yet  not  a  whimper  when  Russia  applied  the  screws  in 
1916,  which  compelled  Japan  to  demand  compensatory 
damages. 

Time  and  again  the  State  Department's  attention  had 
been  called  to  the  situation,  but  no  definite  step  was  ever 
taken  to  properly  define  American  rights.  The  viewpoint 
of  the  other  Powers  on  the  Open  Door  doctrine  had  tri- 
umphed.   This  viewpoint  may  be  interpreted  as  follows : 

The  British,  French,  Russian,  German  and  Japanese 
Governments  are  at  liberty  to  circumscribe  or  annul  the 
sovereign  rights  of  China  within  the  zones  delimited  by 
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the  non-alienation  declarations  of  1898-99,  provided,  that 
the  door  of  eqaal  opportunity  remains  open  for  the  com- 
merce and  industry  of  all  nations  within  these  spheres,  but 
barred  and  locked  against  the  execution  of  any  development 
contract  requiring  the  signature  of  the  Chinese  Govern- 
ment. The  Open  Door  and  Equal  Opportunity  does  not 
embrace  railways  or  mines  requiring  a  Chinese  Government 
loan  for  development.  American  commerce  and  industry 
will  be  conceded  equal  opportunity  within  these  spheres, 
but  Americans  must  not  contract  any  obligation  with  the 
Chinese  Government  which  conflicts  with  the  strategic 
railway  rights  of  the  various  Powers. 

In  its  last  analysis,  the  Open  Door  problem  resolves 
itself  into  the  right  of  Americans  to  build  railways  In 
China  which  conflict  with  the  claims  of  other  Powers.  Many 
Americans  express  the  opinion  that  as  these  European  and 
Japanese  railway  rights  contravene  the  Open  Door  declara- 
tions the  promises  made  by  China  are  not  binding.  If  we 
advance  such  an  argument  in  defense  of  our  position  it 
will  be  turned  against  us.  For,  it  is  well  to  remember  that 
the  American  entrance  into  the  Chinese  railway  field  at  the 
time  of  the  Hukwang  negotiations,  was  only  justified  by 
our  possession  of  an  informal  note  from  Prince  Ching  to 
Minister  Conger  conveying  not  a  right,  but  the  promise 
to  give  to  American  and  British  capital  the  preference  in 
the  event  that  foreign  aid  became  necessary  to  build  the 
Hankow-Szechuan  line.  Charge  Fletcher  and  Willard 
Straight  fought  and  won  their  case  in  1909  on  the  strength 
of  this  note.  President  Taft  sent  a  personal  telegram  to 
the  Prince  Regent  at  the  last  moment,  which,  although 
couched  in  the  most  friendly  terms,  was,  for  all  practical 
purposes,  a  pacific  ultimatum,  and  accepted  as  such  by  the 
Chinese.  If  the  Prince  Ching  note  of  1904  was  sufl[icient 
to  constitute  an  American  right  supported  by  the  full  weight 
of  our  diplomacy,  then  all  similar  notes  and  promises  be- 
came equally  binding  when  held  by  other  governments.  It 
may  be  said,  therefore,  that  the  United  States  created  the 
precedent  in  forcing  recognition  of  an  informal  promise. 
We  should  not  complain  when  the  other  Powers  now  stand 
upon  the  rights  conferred  by  similar  communications. 

Amencan  pretensions  to  participation  in  the  develop- 
ment of  Chinese  railways  had  been  upheld  under  Repub- 
lican administrations.  The  American  Group  had  been  ad- 
mitted as  a  member  of  the  Four  Power  Consortium,  when 
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it  was  impossible  to  float  a  foreign  loan  in  the  country  or 
take  up  their  full  participation  in  the  proposed  business. 
The  success  of  the  American  portion  of  the  Hukwang  Loan 
($7,500,000)  was  made  possible  only  through  British  and 
French  investors  who  subscribed  to  the  American  issue  in 
order  to  escape  the  payment  of  the  stamp  tax  in  their  own 
countries.  The  American  bankers  were  in  the  same  posi- 
tion as  the  Russian  and  Japanese  whose  participation  in 
Chinese  loans  had  to  be  carried  by  their  Allies  for  purely 
political  reasons. 

In  making  public  his  objections  to  the  further  partici- 
pation of  the  American  Group  in  the  old  Four  Power  Con- 
sortium, President  Wilson  impugned  the  good  faith  and 
motives  of  the  other  Groups  and,  by  inference,  their  Gov- 
ernments. In  so  doing,  he  antagonized  every  other  Power 
interested  in  China.  Is  it  any  wonder  that  they  criticized 
and  resented  our  unstable  policy?  Can  they  be  censured 
for  blocking  our  independent  activities  in  China?  If,  in 
addition  to  this  slight,  American  contractors,  operating 
under  the  official  guidance  of  the  American  Minister  at 
Peking,  raise  the  issue  of  the  Open  Door  and  puts  to  the 
test  the  validity  of  these  railway  rights  at  a  time  when 
they  were  fighting  for  their  life  with  Germany,  can  we 
blame  them  for  drawing  together  for  mutual  protection 
against  our  erratic  and  meddlesome  policy? 

With  the  above  exposition  of  vital  and  fundamental 
facts,  we  can  now  follow  events  in  China  subsequent  to 
the  outbreak  of  the  European  war.  It  will  then  be  seen 
that  a  tactical  blunder  was  made  by  the  Chinese  and 
Americans  in  concentrating  on  the  Shantung  question  at 
the  Peace  Conference  at  Paris.  We  will  begin  to  sense 
that  even  if  the  British,  French,  Russian  and  Italian  Gov- 
ernments had  not  been  compromised  through  the  secret 
pacts  of  1917  to  support  Japan  at  the  Conference,  their 
stand  on  the  question  was  a  foregone  conclusion. 

An  analysis  of  what  has  transpired  in  China  these  last 
four  years  will  disclose  how  the  uncontrolled  activities  of 
Americans  in  pursuit  of  legitimate  business  in  China  have 
seriously  complicated  a  most  delicate  problem  and  paved 
the  way  for  the  melancholy  fiasco  that  awaited  our  diplo- 
mats in  Paris. 
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XI 

AMERICAN  ACTIVITIES  IN  CHINA  DURING 

THE  WAR 


In  January,  1915,  Japan  presented  to  China  her  now 
famous  Twenty-one  Demands.  The  European  nations  were 
battling  for  their  existence.  The  United  States  was  the 
only  great  Power  who  could  intervene  to  preserve  the  status 
quo.  The  American  Government,  however,  after  being  fully 
informed  as  to  the  nature  of  the  Demands,  wisely  took  the 
stand  that  the  action  of  Japan  was  one  that  concerned  the 
interests  of  all  the  treaty  Powers,  and  decided  upon  the 
definite  policy  of  postponing  consideration  of  Far  Eastern 
issues  until  the  termination  of  the  war,  and  then,  either 
at  the  Peace  Conference  or  a  special  international  conven- 
tion to  be  called  for  that  purpose,  to  have  the  status  of 
China  definitely  determined  for  all  time.  This  policy  was 
communicated  unofR,cially  to  the  Chinese  Minister  at  Wash- 
ington for  the  information  of  his  government. 

In  view,  however,  of  the  circumstances  surrounding  the 
negotiations  of  the  Demands,  the  State  Department  placed 
on  record  in  its  Note  of  May  15,  1915,  that  the  American 
Government  could  not  recognize  any  impairments  of  its 
treaty  rights,  the  territorial  or  administrative  independence 
of  China,  or  the  Open  Door  policy.  Notwithstanding,  Japan 
pressed  China  for  acceptance  of  the  Demands,  and,  one 
week  after  the  receipt  of  the  American  communication,  the 
three  treaties  and  thirteen  notes  which  stand  as  the  record 
of  Japan's  determination  to  consolidate  her  strategic  posi- 
tion in  China  were  signed. 

The  treaties  were  ratified  in  Tokio  on  June  22d.'  Japan 
succeeded  to  the  rights  of  Germany  in  Shantung  and  closed 
the  Door  in  the  provinces  of  Manchuria,  Inner  Mongolia  and 
Fukien.  American  rights  to  the  Chinchow-Aigun  railway 
and  the  Bethlehem  Steel  Corporation  Loan  for  a  naval  base 
in  Fukien  were  annulled  and  taken  over.  The  situation  was 
most  delicate.  The  American  Government  could  not  openly 
protest  without  complicating  the  international  political  sit- 
uation in  favor  of  Germany.    It  was  a  time  to  go  slowly. 

At  this  juncture,  or  immediately  after  the  ratification 
of  the  treaties,  the  American  Minister  to  Peking  arrived  in 
New  York  on  an  extended  holiday.  He  made  his  head- 
quarters at  the  office  of  a  prominent  bank  in  Wall  Street, 
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and  was  instrumental  in  forming  a  new  combination  of 
capitalists  and  engineers  to  seek  for  further  railway  and 
other  development  concessions  in  China. 

There  were  ample  grounds  for  the  belief  that  the  Minis- 
ter was  working  in  full  accord  with  the  policy  of  the  govern- 
ment under  instructions  from  the  State  Department,  for, 
at  that  time,  considerable  publicity  emanated  from  the  De- 
partment of  Commerce  concerning  the  new  plans  for  ex- 
pansion of  American  trade  in  China.  The  mere  fact  that 
Minister  Reinsch  actively  interested  himself  in  these  com- 
mercial matters  that  presaged  a  modification  of  the  Presi- 
dent's policy  led  to  the  assumption  that  he  was  following 
instructions.  The  old  Group  could  not  operate  in  China,  so 
an  independent  company  was  to  be  given  official  support. 
At  any  rate,  his  activities  gave  a  semi-official  endorsement 
to  the  new  organization.  When  he  departed  for  China  in 
September,  he  was  followed  within  the  month  by  the  rep- 
resentative of  the  new  combination. 

Here  was  a  situation  where  the  President  had  formulated 
an  undoubtedly  wise  and  statesmanlike  policy  to  safeguard 
the  higher  interests  of  the  nation,  M^hich  was  immediately 
ignored  by  the  State  Department.  Either  the  State  Depart- 
ment instructed  Minister  Reinsch  to  actively  encourage  , 
American  capital  to  seek  for  further  concessions  in  China 
immediately  following  its  refusal  to  protest  against  the 
cancellation  of  two  important  contracts  involving  loans  to 
the  extent  of  $80,000,000,  or  Minister  Reinsch  acted  upon 
his  own  initiative. 

Within  a  month  after  the  arrival  of  the  American  con- 
tractor in  Peking,  a  preliminary  agreement  was  entered 
mto  with  the  Chinese  Government  for  the  dredging  and 
improvement  of  the  Shantung  section  of  Grand  Canal.  This 
ancient  waterway  traverses  the  province  of  Shantung  from 
north  to  south,  or  directly  through  the  heart  of  the  closed 
German  preserve  taken  over  by  Japan  in  the  May  treaties. 
The  American  Government  had  carefully  refrained  from 
facing  an  issue  with  Japan  in  May,  yet  six  months  later  in 
December  the  challenge  was  thrown  down  without  warning 
in  the  Grand  Canal  contract. 

The  situation  was  aggravated  by  the  diplomatic  blunder 
of  the  American  Minister,  who,  prior  to  signing  the  con- 
tract, called  upon  his  German  colleague  to  ascertain  if  the 
German  Government  had  any  objections  to  the  Americans 
operating  in  Shantung.   Under  the  circumstances,  the  Ger- 
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mans  were  only  too  pleased  to  permit  the  Americans  to  pro- 
ceed construing  the  Minister's  request  as  a  tacit  recognition 
of  their  rights  and  position  under  the  Kiaochao  Convention. 
Minister  Reinsch,  however,  overlooked  the  diplomatic  cour- 
tesy of  making  a  similar  call  upon  his  Japanese  colleague  to 
ascertain  the  wishes  of  his  government,  who  had  succeeded 
to  Germany's  rights  in  May.     Can  we  blame  the  Japanese 
for  interpreting  the  Minister's  action  as  an  attempt  on  the 
part  of  the  American  Government  to  preserve  Germany  s 
position  in  Shantung?      In  default  of  any  explanation,  it 
constituted  a  challenge  and  was  accepted  as  such.    The  posi- 
tion of  the  American  Government  as  set  forth  m  its  Note 
of  May  15,  and  the  close  connection  between  the  American 
contractor  and  the  Legation,  made  this  incident  appear  as 
the  first  step  on  the  part  of  the  United  States  to  challenge 
the  validity  of  the  May  treaties.    Not  knowing  .lUst  how  tar 
the  Americans  would  go  toward  supporting  the  contract, 
the  Japanese  said  nothing,  but  started  the  diplomatic  wheels 
revolving  to  protect  themselves. 

While  matters  were  in  this  state  of  abeyance,  the  Amer- 
ican contractor  startled  the  Peking  legations  by  entering 
into  another  secret  agreement  with  the  Chinese  Government 
on  May  17,  1916,  for  the  financing  and  construction  ot  1500 
miles  of  new  railways,  with  an  option  on  an  additional  1500 

""  The  internal  political  situation  in  China  was  most  chaotic, 
in  fact,  there  was  no  government  worthy  the  name.     The 
Yuan   ;egime   was  tottering  to   its   fall,  the   days   of  the 
empire  were  numbered.     Yuan  himself  was  sick  and  nigh 
unto   death.     At  this  juncture,  the   sub-minister   of  For- 
eign Affairs,  Tsao  Ju-lin,  was  suddenly  appointed  temporary 
Minister  of  Communications  and  a  few  days  before  Yuan  s 
death  signed  the  railway  agreement  with  the  American  con- 
tractor.   ParUament  had  been  dissolved  and  a  military  des- 
potism had  usurped  the  power.    Within  a  week,  the  ofiic.as 
of  the  short-lived  empire  were  fleeing  to  the  treaty  ports 
and  Japan  to  save  their  heads.  ,>,.  ^n^t  Pxnert 

Minister  Tsao  is  generally  recognized  as  the  most  expert 
official  of  the  Chinese  Foreign  Office.  He  |<--  the  sec^^^^^^^ 
and  other  treaties  of  his  government  backward  and  for 
ward  He  knew  what  he  was  doing  and  carefully  weighed 
r  consequences.  The  one  excuse  for  the  contract  ^^^^^^^^ 
usual  one  in  dealing  with  the  recent  governments  of  Chma^ 
The    American    contractor    gave    his    personal    check    tor 


$500,000  at  the  time  of  signing  the  contract  as  an  advance 
on  the  loan,  euphemistically  known  as  "bargain-money"  in 
Chinese  Government  transactions. 

INTERNATIONAL   POLITICAL   SIGNIFICANCE   OF   THE   CONTRACT 

The  railway  contract  distinctly  specified  five  separate 
lines  for  construction.  (1)  From  Fenchen  to  Ninghsia, 
following  the  great  bend  of  the  Yellow  River  in  Inner 
Mongolia.  (2)  From  linghsia  to  Lanchow,  the  capital 
of  the  province  of  Kansu ;  a  continuation  of  the  first 
line.  (3)  From  Hangchow  to  the  port  of  Wenchow  in  the 
province  of  Chekiang.  (4)  A  line  on  the  Island  of  Hainan. 
(5)  From  Hengchow  in  the  province  of  Hunan  to  Yamchow 
in  Kwangsi.  In  the  event  of  any  or  all  of  these  lines  prov- 
ing ''unfeasible,"  equal  mileage  was  to  be  provided  else- 
where. 

This  was  probably  the  most  extraordinary  contract  from 
the  international  political  viewpoint  ever  entered  into  for 
creating  complications  and  arousing  animosities.  Every 
one  of  the  five  lines  conflicted  with  rights  previously 
ceded  by  China  to  other  Powers.  The  first  two  lines  are 
located  within  the  boundaries  of  Inner  Mongolia,  in  the 
Russian  sphere  of  interest  recognized  by  the  Scott-Mura- 
vieff  agreement  of  1899.  The  Chinese  Government  compro- 
mised itself  with  Russia  in  1899  that  the  latter  would  be 
given  the  preference  to  construct  all  railways  in  Mongolia, 
and  later  agreed  not  to  grant  railway  concessions  to  any 
other  Powers  within  a  certain  radius  north  of  Peking. 

The  third  line,  in  the  province  of  Chekiang,  clearly  con- 
flicted with  the  rights  obtained  in  1898  by  the  British  exten- 
sion of  the  Hangchow  line  to  Kwanhsienfu,  and  which  had 
been  so  carefully  salted  away  in  the  refrigerator.  Owing  to 
the  topography  of  Chekiang  province  the  line  from  Hang- 
chow to  Wenchow  would  ascend  the  Tsienkiang  valley  as 
far  as  Kinhwa,  and  thence  turn  southeastward  to  the  sea  at 
Wenchow.  This  conflicted,  in  part,  with  the  British  right 
for  the  line  up  this  valley. 

Although  the  Japanese  had  no  specific  right  to  oppose 
an  American  railway  in  the  province  of  Chekiang,  the  selec- 
tion of  Wenchow  as  the  deep  water  terminus  increased  their 
distrust  of  our  motives.  In  the  May  treaties  they  very 
carefully  excluded  Americans  from  the  province  of  Fukien 
by  annulling  the  right  of  the  Chinese  Government  to  employ 

62 


fn 


F       0       -       K       I       E       N 
JAPAHESt  SPHERE   OF  irtFLUEHCe 


SKETCH    MAP   OF    THE    PROVINCE     OF    CHEKIANG 

r-n,???^''"?  A'"',r"''°''.°"  ?^  ""/  P'ovpsed  American  railway  from  Hantjoho-w  to  Wenchow.  to  the  rinhts  held  by  the  Bridsft  .{  Chinese 
„TJ,%  llJ  l",,„,''  %'^i'',''^'S.''°','^''  •^''"^K'!!^^^^^  To   be  profitable,  the  Amerwan  line  would  have  had  to 

Xfc„,.?  .„  w  i.^  ■'  "'"  Taienktang  to  Kxnhviafn  (Chm  Htm  Fu)  and  thence  turn  southeast  to  Wenchow.  A  direct  line  from  Hana- 
;„^.^,„7  ,.,  ,  "^  "''''??'',  '"e  heavy  mountain  and  hilly  country  would  satisfy  no  legitimate  requirement  at  lAis  time,  so  for  com- 
ronfta    ,/  ™  »'L!I„'7       ,  '''S^/°  /°''^  '"    "■=    British.      The   essential    line    in    this    directitm    mould    have 

lS2u  treaUe.T^f-^^,^'!'"  ^^  w""  Vjovmce  but  here  the  Chinese  dared  no(  intrude  after  Japan  had  so  firmly  closed  the  door  in  the 
fday  treaties.     The  reiotion  of  Wenchow  to  San  Men  Bay  (Santuo.)  is  also  shtnvn  on  this  maj>. 


the  Bethlehem  Steel  Corporation  Loan  for  the  establishment 
of  a  Chinese  naval  base  at  San-Men  Bay.  They  were  de- 
termined that  no  foreign  Power  should  acquire  a  foothold 
on  the  mainland,  opposite  the  island  of  Formosa,  which, 
under  given  conditions,  might  provide  the  pretext  for  per- 
manent occupation,  and  so  menace  their  strategical  position 
in  Formosa.  In  granting  the  Hangchow^-Wenchow  line  to 
the  Americans,  this  carried  with  it  the  ultimate  right  to  the 
terminal  and  port  improvements.  For  all  strategic  pur- 
poses, this  was  the  same  as  though  the  Americans  were  en- 
trenched in  San-Men  Bay,  eighty  miles  to  the  south.  As 
Japan  could  not  reasonably  protest  herself,  she  relied  on 
her  British  Ally  to  protect  her  position. 

It  will  be  recalled  that  Japan  reque.sted  the  rights  for  a 
line  from  Hangchow  to  Nanchang  that  would  also  have  fol- 
lowed the  valley  of  the  Tsienkiang  as  far  as  Kinhwa  to 
be  profitable,  and  that  this  had  brought  about  a  bitter  Brit- 
ish opposition  to  Japan's  pretensions.  The  British  protest 
against  these  Yangtsze  valley  lines  going  to  Japan  was  still 
fre.sh  in  the  memorj"  of  everv'body  in  the  Far  East.  Yet 
what  China  refused  to  Japan  was  cheerfully  handed  over. 
to  the  Americans.  It  is  true  that  a  railway  from  Hangchow 
to  Wenchow  direct  could  pass  over  the  hilly  country  with- 
out ascending  the  Tsienkiang  Valley,  but  it  would  serve 
no  useful  purpo.se  at  this  time. 

The  Briti-sh,  on  the  other  hand,  had  excellent  reasons  for 
opposing  American  control  of  a  port  in  this  province.  In 
the  keen  competition  arising  out  of  the  naval  loan  to  China, 
the  interested  British  parties  had  recommended  Nimrod 
Sound  in  Chekiang  as  the  most  strategic  location  for  a  naval 
base.  They  were  deeply  chagrined  when  the  contract  finally 
went  to  the  Bethlehem  Steel  Corporation  and  San-Men  Bay 
in  Fukien  selected  as  the  site  for  the  proposed  base.  Brit- 
ish sentiment  was  deeply  stirred  over  American  success 
in  a  field  they  had  monopolized,  and  appeals  were  made  by 
interested  parties  to  block  the  transaction.  While  not  in 
the  Yangtsze  Valley,  the  province  of  Chekiang  is  located 
within  the  British  sphere  of  interest.  The  principle  invoked 
by  Russia  to  oppose  the  Chinchow-Aigun  railway  contract 
because  the  propo.sed  line  constituted  a  menace  to  her  stra- 
tegic position  on  the  Amur  Ptiver,  applied  with  equal  force 
in  the  matter  of  the  Bethlehem  Steel  Corporation  Loan  for 
the  establishment  of  a  Chinese  naval  base  opposite  the  isl- 
and of  Formosa,  and  could  be  reasonably  stretched  to  ex- 
clude a  similar  undertaking  in  Chekiang, 
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the  Bethlehem  Steel  Corporation  Loan  for  the  establishment 
of  a  Chinese  naval  base  at  San-Men  Bay.  They  were  de- 
termined that  no  foreign  Power  should  acquire  a  foothold 
on  the  mainland,  opposite  the  island  of  Formosa,  which, 
under  given  conditions,  might  provide  the  pretext  for  per- 
manent occupation,  and  so  menace  their  strategical  position 
in  Formosa.  In  granting  the  Hangchow-Wenchow  line  to 
the  Americans,  this  carried  with  it  the  ultimate  right  to  the 
terminal  and  port  improvements.  For  all  strategic  pur- 
poses, this  was  the  same  as  though  the  Americans  were  en- 
trenched in  San-Men  Bay,  eighty  miles  to  the  south.  As 
Japan  could  not  reasonably  protest  herself,  she  relied  on 
her  British  Ally  to  protect  her  position. 

It  will  be  recalled  that  Japan  requested  the  rights  for  a 
line  from  Hangchow  to  Nanchang  that  would  also  have  fol- 
lowed the  valley  of  the  Tsienkiang  as  far  as  Kinhwa  to 
be  profitable,  and  that  this  had  brought  about  a  bitter  Brit- 
ish opposition  to  Japan's  pretensions.  The  British  protest 
against  these  Yangtsze  valley  lines  going  to  Japan  was  still 
fresh  in  the  memory  of  everybody  in  the  Far  East.  Yet 
what  China  refused  to  Japan  was  cheerfully  handed  over, 
to  the  Americans.  It  is  true  that  a  railway  from  Hangchow 
to  Wenchow  direct  could  pass  over  the  hilly  country  with- 
out ascending  the  Tsienkiang  Valley,  but  it  would  serve 
no  useful  purpose  at  this  time. 

The  British,  on  the  other  hand,  had  excellent  reasons  for 
opposing  American  control  of  a  port  in  this  province.  In 
the  keen  competition  arising  out  of  the  naval  loan  to  China, 
the  interested  British  parties  had  recommended  Nimrod 
Sound  in  Chekiang  as  the  most  strategic  location  for  a  ijaval 
base.  They  were  deeply  chagrined  when  the  contract  finally 
went  to  the  Bethlehem  Steel  Corporation  and  San-Men  Bay 
in  Fukien  selected  as  the  site  for  the  proposed  base.  Brit- 
ish sentiment  was  deeply  stirred  over  American  success 
in  a  field  they  had  monopolized,  and  appeals  were  made  by 
interested  parties  to  block  the  transaction.  While  not  in 
the  Yangtsze  Valley,  the  province  of  Chekiang  is  located 
within  the  British  sphere  of  interest.  The  principle  invoked 
by  Russia  to  oppose  the  Chinchow-Aigun  railway  contract 
because  the  proposed  line  constituted  a  menace  to  her  stra- 
tegic position  on  the  Amur  River,  applied  with  equal  force 
in  the  matter  of  the  Bethlehem  Steel  Corporation  Loan  for 
the  establishment  of  a  Chinese  naval  base  opposite  the  isl- 
and of  Formosa,  and  could  be  reasonably  stretched  to  ex- 
clude a  similar  undertaking  in  Chekiang. 
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In  regard  to  the  fourth  line  in  the  island  of  Hainan,  it  is 
only  necessary  to  point  out  that  this  island  commands  the 
entrance  to  the  Gulf  of  Tongking  and  situated  in  close  prox- 
imity to  the  French  naval  base  at  Kwangchow-wan.  The 
possibility  of  any  other  Power  becoming  entrenched  in  this 
island  was  one  of  the  reasons  which  influenced  the  French 
in  1897  to  obtain  the  non-alienation  declaration  from  China 
in  order  to  protect  their  strategic  footing  in  Indo-China  and 
South  China.  Hainan  is  the  Key.  The  attitude  of  France 
was  identical  with  that  of  Russia.  She  had  the  same  right 
to  invoke  the  Chinchow-Aigun  principle  when  her  position 
was  menaced.  It  was  therefore  a  foregone  conclusion  that 
although  France  had  no  specific  railway  rights  in  the  island, 
she  would  strenuously  object  to  any  other  Power  acquiring 
a  foothold  on  this  strategic  key  to  her  Indo-China  colony 
and  sphere  of  interest  in  South  China. 

Ill   connection   with  the   fifth   line,   the   clause   in   the 
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Hukwang  Agreement  giving  the  four  interested  Powers  the 
right  to  finance  and  construct  branches  from  the  main  line, 
was  bound  to  be  called  into  operation  to  block  other  interests 
from  interfering  with  this  perquisite.  The  terminus  of  the 
line  in  Hunan  was  subsequently  changed  to  Chuchow.  On 
the  other  hand,  independent  British  interests  held  the  prior 
rights  to  a  line  from  Hengchow  to  Kweilin,  the  first  section 
of  the  proposed  American  line  to  Nanning.  In  addition, 
the  French  had  secretly  obtained  the  exclusive  right  to 
finance  and  construct  all  railways  in  the  province  of 
Kwangsi  under  circumstances  already  explained.  Kwangsi 
was  a  water-tight  compartment. 

XII 

THE  STONE  WALL  OF  EUROPEAN  OPPOSITION 

Analysis  discloses  that  the  five  lines  selected  and  speci- 
fied for  the  American  railway  contract  conflicted  with  rights 
previously  conceded  to  Great  Britain,  France,  and  Russia, 
while  Japan  had  been  challenged  in  the  Canal  contract,  and 
flouted  in  Chekiang.  No  matter  which  way  we  view  it,  the 
issue  of  the  Open  Door  was  raised  simultaneously  with 
the  Four  Allies  at  a  time  when  they  were  fighting  for  their 
lives  with  the  Central  Powers.  Such  a  situation  could  only 
redound  to  the  diplomatic  advantage  of  Germany  by  placing 
the  United  States  in  opposition  to  the  Allies  in  China.  The 
contract  bore  all  the  earmarks  of  a  carefully  prepared 
German  trick  of  the  kind  we  became  familiar  with  before 
our  entrance  into  the  war,  to  pit  the  United  States  against 
the  Allies  at  a  time  when  they  were  powerless  to  protect 
their  interests.  Aside  from  the  desire  of  the  Chinese  to 
obtain  "ready  money,"  the  statement  can  be  made  that  it 
did  conceal  a  deliberate  conspiracy  on  their  part  to  embroil 
the  United  States  with  the  Allies  over  the  issue  of  the 
Open  Door.  The  lines  were  specified  to  compel  the  United 
States  to  make  good  on  its  traditional  policy.  It  was  the 
greatest  diplomatic  blunder  committed  during  the  progress 
of  the  European  war. 

It  is  diflScult  to  attach  any  blame  to  the  American  con- 
tractor, who  came  into  the  field  under  the  protection  of 
the  American  Minister.  The  contractor  knew  nothing  of 
the  complex  international  political  situation  in  China,  and 
was  intent  on  obtaining  an  honorable  and  profitable  con- 
tract as  a  purely  business  arrangement,  which  he  expected 
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his  government  to  support.  In  stipulating  that  other  lines 
be  provided  in  the  event  the  original  five  proved  "unfea- 
sible," he  naturally  assumed  that  he  was  fully  protected 
against  any  international  complications.  The  only  criticism 
that  can  be  directed  against  the  contractor  is  that  he  was 
ill-advised,  and  made  the  innocent  victim  of  Chinese- 
American  intrigue. 

The  diplomatic  representatives  of  the  other  Powers  in 
Peking  refused  to  believe  that  the  American  government 
seriously  intended  to  precipitate  an  issue  at  such  an  inop- 
portune moment  by  taking  advantage  of  their  plight  in 
Europe,  preferring  to  assume  that  the  contractor  was  the 
victim  of  a  mistake  which  would  be  rectified  when  the 
terms  of  the  contract  were  filed  at  Washington.  There, 
they  were  certain  that  the  Far  Eastern  experts  of  the 
State  Department  would  at  once  recognize  the  blunder  and 
eliminate  the  objectionable  lines.  For  this  reason  an  imme- 
diate protest  was  not  lodged  when  the  details  of  the  contract 
leaked  out  in  Peking  early  in  June. 

The  situation  created  was  most  deplorable  for  all 
Americans  interested  in  China.  The  American  contractor 
and  the  Legation  believed  that  absolute  secrecy  was  being 
maintained  as  to  the  existence  of  the  contract.  Everybody 
knew  about  it.  The  private  secretary  of  the  Minister  of 
Communications  publicly  impeached  his  superior  for  reviv- 
ing foreign  participation  in  the  profits  of  state-owned  rail- 
ways. His  memorandum  was  published  in  full  by  the 
vernacular  papers  in  Peking,  but  the  chaotic  political  con- 
ditions then  prevailing  precluded  any  action  being  taken. 
Translations  of  the  document  were,  however,  filed  with  the 
Allied  Legations. 

It  is  now  necessary  to  return  to  the  Canal  contract.  The 
Japanese  were  alarmed  and  feared  the  United  States  would 
raise  the  issue  of  their  legality  in  Shantung  while  the  war 
was  still  on.  This  contract  was  signed  at  a  time  when  their 
Ambassador  at  Petrograd  had  initiated  negotiations  for  a 
separate  alliance  with  Russia  to  protect  their  mutual  inter- 
ests in  the  Far  East  against  a  possible  "come-back"  on  the 
part  of  Germany.  The  menace  of  Russia  hung  heavy  over 
the  peace  of  Japan.  Russia's  open  moves  east  of  Baikal  pre- 
paring for  revenge,  had  strained  Japan's  power  of  resist- 
ance to  the  utmost.  It  became  necessary  to  court  the  good- 
will of  Russia  as  the  only  effective  means  of  diminishing 
her  power  for  attack.     The  possibility  of  a  German  victory 
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leaving  Japan  exposed  to  her  enmity,  and  with  Russia 
sitting  back  eagerly  waiting  for  the  day  to  square  accounts, 
induced  Japan  to  seek  for  some  assurance  from  the  latter 
that  they  would  stand  together  in  the  event  of  a  German 
war  of  revenge.  This  was  the  underlying  reason  for  the 
new  alliance,  but  the  two  contracting  parties  left  to  the 
imagination  of  the  public  the  identity  of  the  common  enemy, 
by  specifying  a  "Third  Power." 

Reference  to  the  Japanese  newspapers  of  January  and 
February,  1916,  will  disclose  that  at  this  precise  time,  or 
immediately  after  the  signing  of  the  preliminary  Canal 
contract,  the  campaign  was  launched  in  Japan  advocating 
the  urgent  necessity  of  the  new  alliance.  As  Russia  and 
Japan  were  allied  against  Germany,  the  agitation  gave 
rise  to  the  suspicion  that  the  new  bond  was  directed  against 
some  other  Third  Power,  and  the  only  nation  menacing 
their  mutual  interests  in  China  at  that  particular  time  was 
the  United  States.  The  preliminary  Canal  contract  chal- 
lenging Japan's  rights  in  Shantung  had  been  signed  in 
December,  1915;  the  campaign  advocating  the  alliance  was 
in  full  swing  the  next  month ;  the  contract  raising  the 
question  of  Russia's  railway  rights  in  Mongolia,  was  signed 
on  May  17 ;  the  new  alliance  for  the  protection  of  their 
mutual  interests  in  China  was  signed  in  June,  and  made 
public  on  July  3,  1916.  It  may  be  quite  true,  that  Amer- 
ican activities  in  China  had  no  connection  with  the  new 
alliance ;  that  it  was  aimed  solely  against  Germany.  On 
the  other  hand,  if  Japan  and  Russia  failed  to  take  steps  to 
protect  their  threatened  positions  in  the  face  of  the  Amer- 
ican manoeuvres,  they  were  sadly  deficient  in  the  first 
principles  of  statesmanship,  and  we  cannot  accuse  either 
nation  of  going  to  sleep  when  their  vital  interests  are  in 
any  way  menaced.  The  British  and  French  positions  were 
also  jeopardized,  and  the  new  alliance  met  with  their  un- 
qualified approval.  It  is  well  to  remember  that  the  United 
States  was  busily  engaged  in  preserving  its  neutrality, 
and  American  activities  were  being  scrutinized  very  care- 
fully by  the  Allied  nations.  They  were  not  altogether 
enraptured  with  our  policy  or  oft-repeated  assurances 
of  friendship.  In  the  same  manner  that  Americans  have 
since  been  more  or  less  accurately  informed  of  the  rami- 
fications of  German  intrigue  throughout  the  world,  so  the 
Allies,  at  that  time,  were  closely  watching  every  move 
made  by  the  United  States.     Their  intelligence  department 
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was  most  active  and  perfectly  organized.  The  Americans 
had  thrown  a  lighted  match  into  the  Far  Eastern  powder- 
magazine.  The  pro-German  taint  of  the  contracts  was 
sufficient  to  arouse  suspicion.  In  fact,  every  aspect  of  the 
situation  in  China  was  enough  to  arouse  the  violent  antag- 
onism of  the  Allied  Powers. 

Confiding  in  the  good  sense  of  the  Washington  authori- 
ties, the  other  Powers  sat  tight  and  waited  to  see  what 
would  happen.  The  statement  was  openly  made  in 
Peking  that  the  Americans  would  be  permitted  to  go 
so  far  and  no  further.  The  attention  of  the  American 
Minister  was  invited  to  the  international  complications 
involved  in  pushing  through  the  contract,  and  also  to  the 
possibility  of  internal  disorders  following  the  publication 
of  the  terms  and  what  they  meant  to  the  future  of  China. 
The  "officious"  American  who  undertook  this  unpleasant 
duty  was  informed  that  "it  was  none  of  his  business, 
that  everything  had  been  most  carefully  considered  in  ad- 
vance," The  issue  was  to  be  forced.  As  it  appeared  on 
its  face,  as  a  determination  on  the  part  of  the  State  Depart- 
ment to  place  the  other  Powers  on  record  for  some  reason 
best  known  to  itself,  there  was  nothing  further  to  be  done. 

The  Final  Agreement  was  rushed  through  and  signed  on 
September  29,  by  President  Li  Yuan-hung  and  approved  by 
his  cabinet  of  untried  officials  who  knew  little  or  nothing 
about  the  international  complications  involved  and  appar- 
ently cared  less. 


XIII 

BREAKDOWN   OF   AMERICAN   DIPLOMACY 

The  State  Department  Maintained  in  Ignorance 

The  first  public  announcement  of  the  terms  and  con- 
ditions of  the  contract  was  given  to  the  American  press 
in  Washington  on  October  1st,  by  Mr.  David  S.  Rose,  an 
ex-Mayor  of  Milwaukee,  who  had  acted  as  counselor  to  the 
contractor  in  drafting  the  agreement  in  Peking.  The  story 
was  sent  out  by  the  news  agencies  to  all  the  papers  in  the 
country,  where  it  was  hailed  as  another  great  triumph 
for  American  capital  and  diplomacy.  The  five  lines 
specified  in  the  agreement  were  not  divulged,  but  the 
regions  through  which  they  passed  were  indicated  as  fields 
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for  American  exploitation.  Reference  to  the  newspapers 
of  October  2,  1916,  will  disclose  that  the  State  Department 
then  made  the  statement  that  "no  official  information  has 
reached  the  Dejmrtment  or  interested  diplomats  concerning 
the  agreement."  The  Americayi  Gove7'nment  kneiv  nothing 
about  it!  The  complete  ignorance  of  the  State  Depart- 
ment on  these  vital  Far  Eastern  issues  was  summed  up  in 
the  added  assurance  that,  "there  is  no  disposition  in  diplo- 
matic quarters  to  believe  that  Japan  or  Great  Britain  would 
undertake  to  interfere." 

A  preliminary  contract  signed  on  May  17,  1916,  which 
raised  the  issue  of  the  Open  Door  with  the  Four  Allies  at 
the  same  time,  threatened  the  peace  and  happiness  of  the 
Nation,  and  served  as  one  of  the  impulses  behind  the 
Russo-Japanese  alliance,  and  aligned  all  the  Allies  against 
us,  had  not  been  officially  reported  to  the  State  Department 
up  to  September  29,  and  then  only  through  the  medium 
of  an  unuathorized  publicity  notice  in  the  newspapers! 
The  higher  interests  of  the  Nation  were  placed  in  jeopardy; 
the  issue  had  been  created,  yet  the  State  Department  calmly 
informs  the  country  that  it  knew  nothing  about  it!  All 
the  other  interested  Powers  had  been  correctly  informed 
and  taken  the  necessary  steps  to  protect  their  positions. 
The  contractors  were  under  no  obligation  to  file  their  agree- 
ment with  the  State  Department.  The  Legation  at  Peking 
had  been  kept  accurately  informed  of  the  progress  of  the 
negotiations. 

In  the  final  agreement  the  five  objectionable  lines  were 
again  specified.  There  was  every  evidence  that  the  Ameri- 
cans intended  to  proceed  with  work  on  these  lines  and 
force  the  issue.  The  contractors  had  opened  offices  in 
Peking.  A  large  engineering  force  had  arrived,  a  head- 
office  had  been  established  at  Tsinanfu  with  a  Chinese 
Director-General  in  charge,  a  force  of  surveyors  were  out 
on  the  Canal,  and  headquarters  opened  at  Kalgan  for  the 
surveys  of  the  Mongolian  lines.  The  Allied  Powers  realized 
that  the  time  had  arrived  to  act.  ■  The  Russian  Minister 
filed  his  protest  with  the  Chinese  Government  against  the 
Mongolian  railways,  and  the  Japanese  followed  immediately 
by  opposing  the  Canal  contract,  while  the  British  Minister 
quietly  entered  his  objection  to  the  Chekiang  line.  The  fat 
was  in  the  fire. 

When  the  news  of  these  protests  reached  the  United 
States   about  October   10,   a   universal   newspaper   clamor 
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was  raised  against  the  action  of  Russia  and  Japan  in 
obstructing  legitimate  American  enterprise  in  China.  The 
State  Department,  when  pressed  for  a  statement  as  to  its 
attitude,  said,  "the  American  Corporation  had  secured 
the  contract  with  China  entirely  on  its  own  initiative  and 
without  any  communication  with  the  State  Department, 
and  therefore,  it  could  do  nothing  unless  appealed  to  for 
aid."  The  fact  that  the  contractor  had  been  encouraged 
to  enter  the  field  by  the  American  Minister  who  had  been 
accurately  informed  of  all  his  movements,  carried  no 
weight. 

In  view  of  the  nation-wide  criticism  which  followed 
this  declaration,  the  Department  then  gave  out  for  publi- 
cation the  policy  outlined  in  the  commencement  of  Chapter 
XI.  The  Government  reaffirmed  its  determination  to  post- 
pone all  consideration  of  Far  Eastern  issues  until  the 
termination  of  the  European  war,  and  then  to  have  the 
matter  brought  up  at  the  Peace  Conference,  or,  at  a  separate 
convention  to  settle  the  affairs  of  China.  It  is  necessary 
to  underline  this  pronouncement  of  policy.  On  September 
17,  or  a  month  previous,  the  same  declaration  had  emanated 
from  the  State  Department  in  answer  to  the  many  press 
criticisms  on  the  Russo-Japanese  Alliance  and  the  additional 
demands  of  Japan  arising  out  of  the  Chenchiatun  incident.* 


•The  Washington  Post  of  September  17.  1916,  very  concisely  placed  on 
record  the  set  policy  of  the  administration  in  the  following  words  : 

"A  demand  for  a  full  and  complete  statement  of  the  intention  of  Japan 
in  her  latest  demands  on  China  will  be  the  only  action  taken  by  the  United 
States  at  this  time.  The  State  Department  has  decided  that,  under  present 
conditions,  this  is  the  only  diplomatic  course  open  to  this  country,  and  that 
it  is  necessary  that  the  Japanese  government  be  placed  on  record  for  the 
benefit'  of  future   negotiations. 

"No  protest  or  aggressive  action  against  the  Japanese  acts  or  policy  in 
China  will  be  made  by  the  United  States  at  this  time.  The  State  Depart- 
ment is  unwilling  to  begin  a  serious  controversy  in  the  Far  East  while 
Europe  is  seething  with  war  and  while  this  country  is  involved  in  the  numer- 
ous difficulties  growing  out  of  that  struggle.  For  this  reason  there  will  be  no 
diplomatic  ijrotest  against  Japanese  aggressions  in  China  until  the  European 
war  has  ended  and  its  international  complications  have  been  resolved. 

"The  United  States  will  content  itself  with  securing  from  the  Mikado's 
governrqent  a  full  and  clear  statement  of  the  intention  of  the  Japanese 
toward  China,  particularly  toward  the  'open-door'  policy,  and  of  the  effect 
of  the  recent   demands   made   on   China. 

"With  this  statement  on  the  diplomatic  record,  the  State  Department  will 
wait  until  the  end  of  the  war.  Then  it  is  planned  to  take  up  the  question  of 
Japanese  aggressions  in  China  with  all  of  the  loorld  powers  ivho  are  actually 
or  tacitly  committed  to  the  •open-door'  policy.  State  Department  officials 
believe  that  iti  this  way  an  effective  jncans  of  meeting  the  Chinese  situation 
can  he  evolved  withoiit  complicating  the  issue." 

On  October  18.  the  State  Department  again  placed  squarely  on  record 
that  it  was  determined  to  avoid  all  pos.silDility  of  precipitating  a  Far  Eastern 
crisis  at  this  time,  no  matter  what  conditions  may  arise  in  China.  The  fol- 
lowing Washington  news  dispatch  to  the  press  of  the  country  tell  the  story  : 

"Washington,  Oct.  IS. — The  State  Department  to-day  ordced  an  in- 
formal investigation  of  conditions  surrounding  recent  protests  entered  by  the 
Japanese  and  Russian  governments  in  China  against  activities  of  American 
capital  in  railroad  and  canal  construction  in  northern  China.  The  United 
States  legation  at  Peking  was  asked  to  forward  a  report  on  the  Russian  and 
Japanese  protests,  without  making  any  formal  communication  to  the  Chinese 
government,  or  taking  any  official  step  in  the  matter. 

•'The  State  Department  is  detcntiincd  to  avoid  all  possibility  of  precipi- 
tating a  Far  Eastern  crisis  at  this  time,  no  matter  what  coyiditions  may  arise 
in  China.     Following  this  line  the  department   ivill  not  take  itp  formally  any 
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The  situation  revealed  that  the  President  or  Secretary  of 
State  had  formulated  a  definite  policy  in  May,  1915,  which 
was  reiterated  in  September  and  emphasized  in  October, 
1916,  for  the  purpose  of  deferring  action  on  Far  Eastern 
issues  until  the  termination  of  the  war.  Notwithstanding 
this  clear-cut  and  sensible  policy  communicated  to  the  press 
on  September  17,  the  final  railway  contract  which  definitely 
raised  further  and  more  formidable  issues  was  signed  in 
Peking  twelve  days  later,  on  September  29,  with  the  full 
approval  of  the  American  Minister ! 

Maintained  in  complete  ignorance  of  these  vital  matters, 
the  State  Department  could  not  be  placed  in  the  position 
of  supporting  a  contract  which  raised  the  issue  of  the 
Open  Door  with  the  Four  Allies  at  the  same  time,  without 
appearing  to  be  working  in  the  interests  of  Germany. 
The  activities  of  the  American  corporation  were  repudiated. 
It  was  left  to  fight  its  battles  as  a  private  enterprise. 
The  contractors  denied  the  report  that  the  State  Depart- 
ment had  not  been  consulted,  asserting  that  it  had  been 
advised  of  every  step  taken.  In  this  they  were  correct. 
The  American  Minister  in  Peking  was  the  ofl!icial  repre- 
sentative of  the  Department. 

In  view  of  a  new  policy  that  must  be  formulated  by 
the  United  States  in  the  Far  East,  it  is  important  to  invite 
attention  to  the  main  point  of  the  Russian  objection  exposed 
in  the  exchange  of  diplomatic  correspondence  over  the  lines 
in  Mongolia.  The  Russian  opposition  is  based  on  the  deter- 
mination to  preserve  this  territory  as  a  buffer  state  between 
the  Yellow  and  White  races,  and  prohibiting  the  develoi>- 
ment  of  railways  that  will  open  the  lands  to  Chinese  settle- 
ment. This  basic  Russian  policy  was  explained  to, me  in 
Fetrograd  as  being  vital  to  the  future  peace  and  security 
of  the  state.  It  was  compared  with  the  American  Monroe 
Doctrine,  one  that  Russia  would  go  to  war  to  defend  in 
the  event  it  was  menaced  or  ignored  by  any  other  Power, 
Those  who  have  followed  Russian  moves  in  Asia  for  the 
last  twenty  years  fully  realized  the  importance  that  Russia 
gave   to   this   fundamental    policy,    and   foresaw   that   the 

of  the  various  Chinese-Japanese  or  Chinese-Russian  situations  for  diplomatic 
negotiation  until  the  end  of  the  European  war.  This  attitude  has  resulted  in 
the  postponement  of  all  the  negotiations  in  connection,  with  recent  Japanese 
and  Russian  demands  on  China  for  commercial  and  political  concessions  in 
Northern  China  and  has  prevented  any  American  protests  against  encroach- 
men  ^  on  Cumese  Leriitoiy. 

"The  investigation  ordered  to-day  contemplates  merely  the  collection  of 
information  to  provide  a  coniiplete  record  for  diplomatic  use  when  these 
questions  are  raised  at  the  end  of  the  war.  According  to  State  Department 
officials,  it  does  not  forecast  any  immediate  diplomatic  action  in  support  of 
American  investors  in  China  or  against  any  other  nation  operating  in  the 
northern   Chinese   provinces." 
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Americans  would  only  have  their  trouble  for  their  pains 
in  interfering.  This  phase  of  the  situation  will  be  dealt 
with  in  another  chapter. 

When  Russia,  Japan  and  Great  Britain  simultaneously 
filed  their  protests  against  the  American  contract,  the 
French  Government  refrained  from  taking  steps  to  protect 
its  position  in  Hainan  or  Kwangsi.  It  was  not  until  April 
14,  or  ten  days  after  the  United  States  had  entered  the 
war,  that  France  suddenly,  and  to  the  wondering  surprise 
of  the  American  press,  filed  a  protest  against  the  American 
railway  activities  in  Kwangsi.  It  is  obvious  that  only  the 
most  powerful  reasons  could  have  actuated  France  to  take 
this  step  at  such  a  time.  It  is  an  interesting  story,  and 
emphasizes  the  necessity  of  having  a  properly  organized  and 
equipped  intelligence  service. 

Shortly  after  signing  the  final  railway  contract  on 
September  29,  the  Chinese  Minister  at  Washington,  entered 
into  an  agreement  with  the  Continental  &  Commercial  Bank 
of  Chicago  for  a  loan  of  $30,000,000  (of  which  $5,000,000 
was  advanced  at  once)  secured  on  the  wine  and  tobacco 
taxes.  This  same  security  had  been  pledged  in  1913  for 
the  French  Banque  Industrielle  de  Chine  in  the  Pukow 
Harbor  and  other  loans.  The  French  Minister  at  Peking 
accordingly  protested  to  the  Chinese  Government  at  this 
interference  with  the  rights  of  the  French  Bank,  but  his 
claims  were  unheeded.  The  French  thereupon  very 
naturally  assumed  that  their  rights  were  to  be  ignored  at 
a  time  when  they  were  powerless  to  protect  them.  It  is 
only  another  instance  where  the  Chinese  authorities,  in 
their  desperate  plight  for  ready  money  ignored  rights 
conceded  to  one  party  and  handed  them  over  to  Americans 
ignorant  of  the  inside  workings  of  Chinese  politics. 

In  February,  1917,  the  vice  president  of  the  Chicago 
Bank  arrived  in  Peking,  ostensibly  to  resume  negotiations 
for  a  further  installment  of  the  loan,  and,  it  was  generally 
understood,  that  the  same  security  was  to  be  allocated.  The 
French  Minister  again  invited  the  attention  of  the  Chinese 
Government  to  the  injustice  to  the  French  Bank,  and  again, 
no  attention  was  paid  to  his  representations.  When  it 
became  apparent  that  the  negotiations  were  to  be  pushed 
through  regardless  of  the  French  position,  he  decided  that 
the  time  had  arrived  to  enter  a  forcible  protest  against 
American  activities  in  complicating  the  situation  for  all 
parties.    Not  being  able  to  make  his  protest  effective  on  the 
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loan,  he  attacked  the  Americans  through  the  railway 
contract. 

Compelled  to  suspend  activities  on  the  Canal,  Mongolian 
and  Chekiang  railways  through  the  protests  of  Japan, 
Russia  and  Great  Britain  in  October,  the  Americans  had 
turned  their  attention  to  the  one  line  left  open.  The 
opposition  of  the  British  interests  in  the  Canton-Hankow 
line  had  forced  the  Chinese  to  change  the  terminus  of  the 
Hengchow-Nanning  line  to  Chuchow  in  the  province  of 
Hunan  and  substitute  Yamchow  for  Nanning  at  the  other 
end.  Parties  of  American  engineers  had  been  out  survey- 
ing the  new  line  since  December.  They  had  every  reason 
to  believe  they  would  be  unmolested.  It  was,  however, 
known  in  Paris  long  before  the  protest  came,  that  the 
Americans  would  be  stopped. 

The  situation  surrounding  the  Chicago  Bank,  through 
no  fault  of  its  own,  was  rendered  more  obnoxious  and  sus- 
picious to  the  Allies,  through  the  fact  that  its  New  York 
agents  had  issued  several  loans  for  the  German  Government 
since  the  outbreak  of  hostilities.  These  suspicions  were  con- 
firmed after  America's  entrance  into  the  war,  when  the 
manager  of  the  firm  was  arrested  by  the  Federal  authorities, 
charged  with  being  an  enemy  agent. 

The  Allied  position  was  therefore  fully  justified.  The 
railway  contract  bore  all  the  earmarks  of  a  German  trick 
and  the  Chicago  loan  seemed  to  emphasize  the  determina- 
tion of  Chinese-American  diplomacy  to  embarrass  France. 
Although  a  purely  legitimate  business  proposition  on  the 
part  of  the  American  interests  concerned,  the  Allies  cannot 
be  blamed  for  suspecting  ulterior  political  motives. 
America  was  not  in  the  war  and  feeling  against  us  in 
Europe  ran  high.  Their  intelligence  organization  in  the 
United  States  and  China  was  perfect.  The  American 
Government  apparently  was  most  woefully  deficient  in  this 
important  adjunct  to  its  diplomatic  service. 

In  connection  with  this  phase  of  the  situation,  it  should 
be  recalled  that  following  immediately  upon  the  protest  of 
the  French  Minister  against  the  Kwangsi  Line,  which  dis- 
closed the  secret  understanding  of  September,  1914, 
Minister  Reinsch  wrote  a  severe  condemnation  of  his  gen- 
eral attitude  to  the  State  Department.  Among  other  things. 
Minister  Reinsch  took  the  stand  that  the  French  secret 
agreement  was  a  violation  of  the  Open  Door  understandings. 
The  Secretarv  of  State  forwarded  this  communication  to 
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the  French  Foreign  Office.  At  that  time,  or  within  a  month 
after  the  United  States  had  entered  the  war,  France  was 
in  no  position  to  engage  in  any  controversy  with  her  new 
Ally.  Foreign  Minister  Ribot,  on  reading  the  communica- 
tion, simply  reprimanded  Minister  Conti  by  ordering  his 
immediate  transfer  to  Copenhagen.  Everybody  connected 
with  French  enterprise  in  China — diplomats,  financiers  and 
journalists — deeply  sympathized  with  M.  Conti,  who,  they 
declared,  was  doing  his  duty  in  protecting  French  interests 
and  carrying  out  instructions  in  regard  to  the  Kwangsi 
agreement.  The  French  were  chagrined  to  find  that  Amer- 
ican criticism  had  been  directed  against  their  move  in 
Kwangsi,  while  no  attention  was  paid  to  the  speech  of  Sir 
Edward  Grey,  who  forced  their  hand.  They  were  ignorant 
of  the  attitude  of  their  own  Foreign  Office  on  the  matter 
of  the  International  Construction  Company,  which  undoubt- 
edly forced  the  hand  of  Great  Britain.  The  incident  reveals 
some  of  the  concealed  forces  which  operated  to  bring  about 
the  complete  defeat  of  the  American  delegation  at  the  Peace 
Conference. 

XIV 

POSITION  OF  THE  AMERICAN  CORPORATION 

Prevented  from  carrying  out  the  construction  of  the 
five  original  lines  specified  in  the  contract,  the  American 
corporation  requested  that  equal  mileage  be  provided  else- 
where. Thrown  on  their  own  resources  by  the  refusal  of 
State  Department  support,  they  were  left  to  compound 
their  differences  with  Japan  as  private  individuals.  The 
Japanese  held  out  the  offer  of  financial  co-operation.  It 
was  the  only  hope  for  the  American  corporation  to  pre- 
serve its  contract  and  recoup  its  expenses,  and  was  finally 
accepted  without  consulting  the  Chinese  Government  or 
the  State  Department.  One  half  the  rights  to  the  entire 
canal  contract  was  turned  over  to  Japan,  thus  recognizing 
her  position  in  Shantung. 

The  Japanese  were  carried  into  the  Kiangsu  section  of 
the  Grand  Canal  and  down  into  the  Yangtsze  Valley.  Japan 
thereby  scored  a  triple  victory.  The  American  policy,  as 
set  forth  in  the  Note  of  May  15,  1915,  was  impaired,  the 
precedent  for  Japanese-American  co-operation  in  China 
created,  and  British  policy  in  the  Yangtsze  set  aside.  It  is 
said    that    the    British    Ambassador    requested    Secretary 
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Lansing  for  an  explanation.  Great  Britain  had  no  objec- 
tion to  American  capital  operating-  in  the  Yangtsze  region 
in  enterprises  which  did  not  conflict  with  her  railway 
program,  but  objected  to  our  bringing  in  the  Japanese. 
The  Secretary  of  State  informed  the  Ambassador  that  the 
Department  was  in  no  way  responsible  for  the  activities 
of  the  Corporation ;  they  were  operating  as  private  indi- 
viduals. For,  if  the  American  Corporation  (brought  into 
the  Chinese  investment  field  through  the  advice  of  the 
American  Minister)  recognized  the  special  position  of  Japan 
in  Shantung  and  accepted  financial  co-operation  as  the  only 
way  to  proceed  with  their  contract,  why,  that  was  the  end 
of  the  story.  We  must  recognize  the  special  rights  of  other 
Powers,  and,  if  our  capital  desires  to  develop  these  spheres, 
we  must  also  accept  the  principle  of  co-operation.  So  the 
British  said  nothing  and  sat  tight  waiting  for  the  Ameri- 
cans to  start  work  on  another  railway  line  selected  for  them 
by  the  Chinese.* 

The  Chinese  cried  out  to  High  Heaven  that  they  were 
betrayed,  and  talked  about  cancellation  and  surrender  of 
the  contract.  But  they  had  a  different  government  to  deal 
with  when  Japan  was  let  in,  and  the  demand  for  cancella- 
tion soon  died  down.  The  Chinese  refer  to  this  incident 
as  another  evidence  of  American  weakness  in  supporting 
their  concessions.  They  overlook  the  pertinent  fact  that 
they  deliberately  selected  this  trouble-breeding  contract  and 
foisted  it  off  on  an  enthusiastic  and  friendly  disposed  Amer- 
ican who  apparently  had  no  one  competent  to  advise  him.  In 
other  words,  the  Chinese  did  all  they  could  to  embroil  the 
United  States  in  complications.  They  handed  the  Ameri- 
cans an  impossible  contract,  and  in  the  vernacular  "they  got 
stung."  Under  the  circumstances,  the  American  Corpora- 
tion did  the  only  wise  thing  possible.  Financial  co-opera- 
tion with  Japan  was  the  one  businesslike  solution  to  this 

•This  is  another  instance  where  American  capitalists  ignored  the  strategic 
position  of  other  Powers  in  China  by  sharing-  their  interests  with  nations 
whose  policies  conflict  with  Great  Britain  in  the  Yangtsze.  The  American- 
China  Development  Coinnany  turned  over  control  of  their  concession  to  the 
Belgians  as  the  result  of  a  purely  stock-jobbing  transaction  and  paved  the 
way  for  Russia  to  join  hands  with  France  on  the  south,  over  the  strategical 
barrier  erected  by  Great  Britain  in  the  Yangtsze  Valley.  And  again,  we 
have  the  picture  of  the  American  International  Corporation,  acting  as  a 
purely  private  enterprise,  accepting  Japan's  position  in  Shantung  and  carry- 
ing her  into  the  Yangtsze  preserves  of  her  Ally.  This  will  throw  a  flood  of 
light  on  subsequent  moves  where  Great  Britain  has  quietly  vetoed  the  right 
of  the  same  American  Corporation  to  construct  a  railway  line  from  central 
China  into  Szechuan.  which  controls  the  nasses  into  Tibet.-  the  outiiost  of 
India.  Great  Britain  can  never  be  sure  when  the  Americans,  acting  as  pri- 
vate corporations,  may  not  again  sell  their  rights  and  concessions  to  some 
other  Power  and  so  destroy  her  carefully  laid  plans  to  protect  her  empire 
against  the  disorganization  of  China.  It  is  impossible  to  dissociate  railway 
lines  in  China  from  international  politics  and  leave  private  enterprise  free 
to   sell  or  exchange   its   concessions  as  purely   business  transactions. 
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muddle  and  the  only  proper  rebuff  to  those  Chinese  officials 
who  have  persistently  tried  to  stir  up  trouble  between  the 
United  States  and  other  Powers  by  taking  advantage  of 
the  inexperience  of  Americans  in  these  complex  inter- 
national problems. 

The  Chinese  tried  to  find  another  profitable  line  for  the 
American  contractor  to  construct,  selecting  two  that  con- 
flicted with  rights  promised  to  Great  Britain.  The  other 
Powers  had  accurately  sized  up  the  situation  by  this  time 
and  permitted  the  contractor  to  proceed  and  survey  lines 
until  the  time  was  deemed  appropriate  to  call  a  halt.  In 
the  words  of  the  representative  of  one  of  the  European 
groups,  ''We  have  no  objection  to  the  Americans  sending 
out  survey  parties ;  it  adds  to  the  general  information  about 
the  topography  of  the  interior,  and  as  all  the  maps  will 
have  to  be  filed  with  the  Chinese  Government,  it  is  so  much 
work  that  we  won't  have  to  pay  for  later  on.  Surveying 
and  constructing  railways  are  two  different  things."  So 
after  the  Chinese  had  selected  other  lines  for  the  Americans 
to  construct,  they  were  confronted  in  time  by  the  protests 
of  those  holding  prior  rights  or  promises.  Russia  based 
her  protest  against  the  Mongolian  lines  on  a  verbal  promise 
made  by  the  Chinese  Minister  at  Petrograd  in  1899,  and 
other  informal  notes  have  become  binding  on  the  Chinese 
Government.  The  Americans  cannot  now  complain,  as  they 
created  the  precedent  with  the  note  of  Prince  Ching  to 
Minister  Conger. 

The  net  result  of  the  complications  is  that  the  Ameri- 
can corporation  holds  a  Chinese  Government  contract  under 
exceptionally  favorable  terms  for  the  construction  of  1100 
miles  of  new  lines  with  an  option  on  another  1500  miles, 
but  there  is  no  place  in  all  the  vast  expanse  of  China  where 
they  can  "shovel  dirt."  Every  move  has  been  blocked.  The 
American  Corporation  attempted  to  batter  down  the  stone- 
wall erected  by  other  nations  to  protect  themselves.  It 
couldn't  be  done.  To  understand  where  politics  leaves  off 
and  finance  steps  in,  we  must  examine  the  terms  of  the 
American  contract,  and  we  can  then  appreciate  just  why 
there  is  no  solution  to  the  problem  except  the  one  created 
by  the  precedent  of  American  co-operation  with  the 
Japanese  in  Shantung. 
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XV 

CHINESE  RAILWAY  FINANCE 


THE  CHINESE  NATIONAL  POLICY 

Before  analyzing  the  financial  terms  of  the  American 
railway  contract  it  is  essential  to  outline  the  principal 
features  of  other  agreements  between  the  Chinese  Govern- 
ment and  foreign  bankers.  All  the  original  concessions 
extracted  from  China  in  1897-98  provided  for  twenty  per 
cent  participation  in  the  profits  of  the  lines  for  the  benefit 
of  the  bondholders.  This  was  construed  as  conceding  to  the 
foreigner  a  part  ownership,  and,  with  the  attitude  of 
Russia  in  the  Chinese  Eastern  Railway  before  them,  the 
Chinese  began  to  sense  that  this  clause  might  invite  foreign 
intervention  in  the  event  of  non-payment  of  interest  or  any 
internal  outbreak  which  might  serve  as  a  pretext  for  the 
dispatch  of  troops  for  protection  of  the  lines.  Temporary 
military  occupation  for  the  protection  of  a  railway  property 
might  easily  lead  to  permanent  usurpation  of  sovereign 
rights.  This  great  fear  of  foreign  intervention  in  the 
event  of  non-payment  of  interest,  influenced  the  cautious 
Chinese  officials  to  allocate  special  provincial  revenues  as 
the  security  for  the  original  loans  rather  than  mortgage 
the  physical  property  and  earnings  of  the  lines.  In  this 
manner  many  valuable  assets  were  tied  up  for  the  service 
of  perfectly  sound  railway  propositions.  The  Chinese 
determined  to  recover  these  profit-sharing  rights  at  the 
earliest  opportunity,  and  in  pursuit  of  this  policy,  insisted 
on  the  cancellation  and  surrender  of  the  old  American 
Canton-Hankow  concession.  There  were  other  angles  to 
this  episode  which  are  explained  elsewhere.  In  repurchas- 
ing the  American  rights  for  $6,500,000,  over  half  repre- 
sented the  loss  of  prospective  profits  under  the  twenty  per 
cent  participation  clause.  The  Chinese  then  paid  $1,000,000 
to  eliminate  this  clause  from  the  original  Tientsin-Pukow 
agreement,  $300,000  in  the  Pukow-Sinyang  and  other 
sums  not  specified  in  the  Canton-Kowloon  and  the  Shanghai- 
Hangchow  Ningpo  contracts.  The  original  loan  for  the 
Peking-Hankow  line  was  converted  at  the  expiration  of  ten 
years  for  the  sole  purpose  of  excluding  the  Belgians  and 
their  Russian  partners  from  participation  in  the  profits. 
In  other  words,  the  recovery  of  these  so-called  "sovereign 
rights"  had  become  a  fixed  policy  of  the  wobbly  old  Manchu 
regime. 
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The  profit-sharing  clause  is  retained  in  the  final 
Shanghai-Nanking  agreement,  but  the  British  have  had  to 
overcome  the  most  obstinate  opposition  because  of  their 
refusal  to  cancel  this  condition.  For  many  years  the  entire 
weight  of  Chinese  officialdom  was  concentrated  in  obstruct- 
ing the  profitable  operation  of  this  railway  to  prevent  the 
accumulation  of  a  surplus  that  would  have  to  be  divided 
with  the  bondholders.  This,  in  addition  to  the  special 
control  terms  which  gives  the  British  full  administrative 
power,  aroused  all  the  passive  resistance  of  the  Chinese 
to  the  profitable  operation  of  this  most  important  line.  Only 
the  most  emphatic  diplomatic  support  to  a  highly  efficient 
management  finally  succeeded  in  overcoming  the  obstacles, 
and  earning  a  dividend.  It  stands  as  a  triumph  of  British 
efficiency  over  Chinese  official  obstruction.  The  Chinese 
would  rather  see  the  line  operated  at  a  loss  and  supply 
the  deficit  from  another  source  than  permit  the  foreigner  to 
gain  his  point. 

This  antagonism  to  foreign  participation  in  the  profits 
of  state-owned  railways  is  deep-rooted  amongst  the  people, 
and  constitutes  a  force  that  must  be  reckoned  with  in  any 
intelligent  consideration  of  China's  problems.  The  will  of 
the  Chinese  people  has  been  too  often  disregarded  in  the 
past  by  foreigners  who  held  that  a  contract  signed  by  the 
government  was  all  that  was  necessary.  Many  brilliant 
concessions  which  ignored  this  fundamental  condition,  have 
met  with  the  passive  resistance  of  the  people  and  in  con- 
sequence, abandoned  as  unprofitable.  I  have  in  mind  one 
of  the  most  important  of  the  1898  concessions  covering 
the  rights  to  an  entire  province,  which  after  a  lapse  of 
twenty  years,  is  now  being  approached  through  propaganda 
amongst  the  people  of  the  province  as  the  only  hope  of  its 
being  accepted.  And  so  it  must  be  with  any  attempt  to  ob- 
tain foreign  participation  in  the  profits  of  state  railways. 
The  people  will  have  to  be  educated. 

The  attempt  to  nationalize  the  railways  and  deprive  the 
provinces  of  participation  in  their  management  and  profits, 
precipitated  the  Revolution  in  1911  which  ended  by  sweep- 
ing the  Manchu  dynasty  into  the  dustbin.  Even  Sheng 
Kung-pao,  the  Minister  of  Communications,  and  father  of 
Chinese  railways,  one  of  the  most  powerful  officials  of  the 
old  regime,  dared  not  face  the  temper  of  the  people  when  the 
storm  broke.  His  life  was  saved  from  the  mob  only 
through  the  intervention  of  the  Legations  who  provided 
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him  with  an  armed  escort  to  Tientsin  from  whence  he  fled 
ignominiously  to  Japan  and  passed  the  closing  days  of  his 
life  in  exile.  Yet  his  only  crime  consisted  in  nationalizing 
the  provincial  railway  projects  so  they  could  be  properly 
financed  under  the  guarantee  of  the  Central  Government  at 
Peking,  He  conformed  to  the  ideas  of  the  Financial  Groups 
and  nearly  lost  his  life.  Two  years  later,  Dr,  Sun  Yat-sen 
on  being  empowered  to  organize  a  national  railway  corpora- 
tion, endeavored  to  open  the  door  to  a  broader  participation 
of  foreign  capital  in  the  financing,  construction  and  opera- 
tion of  the  proposed  lines.  If  Dr,  Sun  had  had  his  way 
he  would  have  invited  foreigners  to  take  over  the  franchises 
for  public  improvements  in  the  same  way  they  are  granted 
in  the  United  States,  The  storm  of  protests  that  arose  from 
all  parts  of  the  country  when  his  ideas  became  known,  con- 
vinced him  that  China  was  not  yet  ready  for  such  innova- 
tions. At  the  zenith  of  his  popularity  and  political  power, 
Dr,  Sun  was  compelled  to  bow  to  the  wishes  of  the  people 
and  proceed  along  other  lines. 

In  surrendering  this  profit-sharing  clause,  the  European 
Governments  recognized  this  fundamental  condition,  and 
met  the  Chinese  authorities  half  way.  The  concession- 
holders  were  naturally  loath  to  lose  such  a  profitable  source 
of  income,  and  consented  only  under  pressure  from  their 
respective  Foreign  Oflftces,  whose  trained  diplomats  clearly 
saw  the  danger  of  standing  out  against  this  reasonable 
request.  It  helped  the  Chinese  government  to  preserve  its 
face  with  its  own  people,  paved  the  way  to  a  better  under- 
standing with  foreigners,  and  fostered  that  friendly  feeling 
so  essential  to  the  progress  and  prosperity  of  the  country 
and  the  expansion  of  foreign  trade.  What  the  bankers  and 
bondholders  sacrificed  was  returned  to  the  merchants  in 
increased  trade  opportunities.  The  European  governments 
could  have  insisted  on  the  retention  of  the  clause  as  the 
irreducible  minimum  of  the  terms  on  which  the  railways 
would  be  constructed,  and  the  Chinese  would  have  been 
compelled  to  accept.  The  bankers  and  bondholders  would 
have  profited  by  the  possession  of  a  bond  which  held  out 
the  promise  of  an  extra  income  at  some  future  date,  but 
the  reaction  upon  the  legitimate  trade  interests  of  the  manu- 
facturers and  merchants  doing  business  with  China  would 
have  far  outweighed  the  advantages  to  the  bondholders. 

It  has  been  necessary  to  emphasize  this  phase  of 
Chinese  railway  finance  representing  the  one  state  policy 
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which  a  harassed  and  struggling  government  has  steadily 
upheld  under  the  most  trying  circumstances.  The  policy 
may  be  right  or  wrong.  Foreign  financiers  may  argue  that 
China  must  do  business  their  way.  It  is  entirely  possible 
that  the  Chinese  may  be  educated  to  the  necessity  of  con- 
ceding better  terms  and  a  larger  share  in  the  control  over 
new  railways.  But  they  cannot  be  coerced  or  have  the  terms 
forced  upon  them.  The  policy  stands  as  the  aspiration  of 
a  people  to  maintain  their  sovereign  rights  intact.  A 
money-mad,  unpatriotic  and  corrupt  military  oligarchy 
masquerading  as  a  government,  or  a  dishonest  official  may 
secretly  flout  the  will  of  the  people  and  betray  their  higher 
interests  for  the  sake  of  a  temporary  financial  gain  to  main- 
tain themselves  in  power,  but  the  inexperienced  foreigner 
who  takes  advantage  of  the  situation  will  find  to  his  sorrow, 
that  in  the  end,  he  must  reckon  with  the  people,  either  in 
the  halls  of  parliament  or  through  their  passive  opposition 
to  the  profitable  operation  of  the  concession.  Peking  may 
grant  concessions,  but  the  provinces  will  see  to  it  that  in 
the  long  run  they  receive  their  share  of  the  perquisites 
and  "squeeze,"  even  under  the  most  careful  system  of  for- 
eign supervision.  China  will,  in  time,  have  to  concede 
more  advantageous  terms  to  foreign  capital  in  railway  con- 
struction, but  this  cannot  be  beneficial  to  the  people  until 
the  question  of  extra-territoriality  and  other  matters  con- 
cerning the  sovereignty  of  China  are  adjusted.  Until  then, 
they  are  reasonably  justified  in  opposing  any  terms  that 
may  admit  the  foreigner  to  participation  in  the  profits  of 
their  state  owned  railways,  except  under  hard  and  fast  con- 
ditions that  their  sovereignty  be  respected.  This  is  mani- 
festly impossible  while  China  is  undergoing  continuous 
internal  strife  and  the  railways  are  taken  over  and  operated 
by  the  military  of  both  sides  for  their  own  purposes.  The 
time  must  come  when  the  foreigners  would  insist  on  police 
protection  to  safeguard  their  investment.  Having  explained 
this  phase  of  the  railway  situation,  the  way  is  clear  for  a 
better  understanding  of  what  follows. 

XVI 

RAILWAY  AND  FINANCIAL  TERMS 

We  may  now  examine  the  other  main  points  of  Chinese 
railway  finance.  The  first  railway  loan  to  China  was  for 
the  extension  and  improvement  of  the  Imperial  Railways 
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of  North  China,  now  called  the  Peking-Mukden  line.  It 
was  negotiated  through  the  British  &  Chinese  Corporation 
on  a  straight  banker's  commission  for  issuing  the  loan  with 
the  necessary  safeguards  for  its  proper  expenditure.  There 
was  no  purchasing  commission  or  other  perquisites  attached 
to  it.  The  bankers  relied  on  the  appointment  and  control 
over  the  engineer-in-chief  to  insure  that  all  purchases  of 
materials  would  be  placed  through  the  commercial  firm 
forming  part  of  the  syndicate. 

The  Chief  Engineer,  however,  had  ideas  of  his  own  and 
arranged  with  the  Chinese  authorities  to  have  a  London 
engineering  supply  house  appointed  Purchasing  Agents  of 
the  line  on  a  straight  five  per  cent  commission.  In  accepting 
this,  the  Chinese  created  a  precedent  for  all  future  rail- 
way contracts.  The  commercial  firm  connected  with  the 
syndicate  determined  that  in  all  subsequent  official  British 
railway  loan  agreements,  the  five  per  cent  purchasing  com- 
mission for  the  bankers  would  be  included.  This  charge 
has  since  become  a  fixed  and  recognized  expense  in  all 
Chinese  railway  construction. 

All  Chinese  government  railway  loans  were  issued  on  a 
basis  of  four  per  cent  commission  to  the  bankers.  ,  The 
agreements  provided  for  five  and  a  half,  and  six  per  cent 
to  cover  the  stamp  tax  of  one  per  cent  on  foreign  loans 
in  England  and  Germany,  and  two  per  cent  in  France  and 
Belgium.  After  deducting  the  legitimate  issuing  and  under- 
writing expenses,  it  left  a  profit  varying  from  two  to  two 
and  a  half  per  cent.  The  five  per  cent  purchasing  commis- 
sion mentioned  above  was  roughly  equivalent  to  one  and  a 
half  per  cent  on  the  entire  loan.  So  the  actual  bai?ker's 
profits  did  not  exceed  four  per  cent  on  the  entire  transac- 
tion, with  the  purchasing  commission  spread  over  the  period 
of  construction,  or  three  to  four  years.  This  commission 
did  not  apply  to  purchases  made  in  China.  As  a  whole,  the 
terms  were  the  most  favorable  accorded  in  the  international 
money  market  for  enterprises  of  this  nature.  It  has  been 
urged  by  Americans  that  they  were  influenced  by  politics. 
It  is  sufficient  to  point  out,  however,  that  the  bonds  could 
never  have  been  sold  to  the  public  unless  they  were  sound 
investments.  Politics  may  guide  Foreign  Offices,  who,  in 
turn,  may  influence  bankers,  but  the  terms  must  be  such 
as  to  make  the  loan  acceptable  to  the  public.  That  all  these 
Chinese  railway  loans  were  eagerly  subscribed  to,  dispels 
the  idea  that  national  or  international  politics  influenced 
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the  sale  of  the  bonds.  It  is  true  that  a  market  was  created 
for  railway  and  other  materials  favoring  the  nation  sup- 
plying the  loan.    This  is  entirely  legitimate. 

Only  one  contract  entered  into  by  the  Chinese  govern- 
ment varied  from  the  above  general  conditions.  In  the 
Shasi-Singfu  railway  agreement  with  the  British  firai  of 
Pauling  &  Company,  a  charge  of  seven  per  cent  construction 
profits  was  added  to  the  usual  four  points  to  the  bankers. 
In  the  final  agreement,  this  construction  profit  was  raised  to 
seven  and  a  half  per  cent,  the  additional  half  point  being 
conceded  by  the  Chinese  as  compensation  for  the  surrender 
of  all  claims  to  the  construction  of  the  Chinchow-Aigun 
railway.  The  loan  contract  for  this  line  was  held  by  the 
American  Financial  Group.* 

This  was  the  first  straight  construction  contract  entered 
into  by  the  Chinese  Government  on  a  percentage  basis,  and 
the  terms  were  arrived  at  in  the  following  manner.  The 
Peking  Syndicate  railway  (Tao-Ching  line)  was  built 
as  a  private  enterprise  and  the  construction  contract 
awarded  to  Pearson  &  Company  on  a  seven  per  cent  basis. 
Due  to  many  unfortunate  events,  chiefly  the  Boxer  uprising, 
which  necessitated  the  retention  of  the  high  salaried  staff 
while  work  was  suspended,  made  this  the  most  expensive 
line  in  China  and  prejudiced  the  Chinese  against  all  other 
contracts  on  a  similar  basis.  When  this  line  was  subsequently 
taken  over  by  the  Chinese  government  and  the  cost  figures 
submitted,  the  administrative  charges  appeared  out  of  all 
proportion  to  the  other  items.  It  is  therefore  unfair  to 
use  the  cost  of  this  line  as  an  argument  against  the  con- 
struction of  railways  under  the  cost-plus-a-fixed  sum  or 
percentage  system.  The  conditions  were  abnormal.  The 
legitimate  construction  profit  on  work  of  this  nature  is  ten 
per  cent,  but  the  precedent  of  seven  per  cent  established  by 
Pearsons  in  a  private  contract  was  employed  by  the  Chinese 
to  induce  the  competitive  firm  of  Pauling  &  Company  to 
accept  a  contract  on  that  basis. 

That  this  was  a  reasonable  rate  of  profit  was  further- 
more borne  out  in  1913,  when  five  other  European  construc- 
tion firms  of  the  highest  reputation  and  integrity,  consented 
to  undertake  railway  construction  in  China  on  a  seven  per 
cent  basis.  At  least  4000  miles  of  lines  were  compromised 
to  be  built  on  these  terms  with  a  four  per  cent  banker's 


•The  Chinchow-Aigun  railway   was  to   have  been  built  under  a  lump  sum 
payment  of   $40,000   per  mile. 
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commission  under  the  Chinese  National  Railway  Corpora- 
tion headed  by  Dr.  Sun  Yat-sen.  Had  not  the  revolution  of 
1913  intervened  which  deprived  Dr.  Sun  of  his  powers, 
several  other  contracts  on  the  same  terms  as  the  Shasi- 
Singyfu  line  would  have  been  negotiated. 

In  1914  an  international  company  was  organized  in  Paris 
for  financing  and  constructing  10,000  miles  of  Chinese  state 
railways,  in  which  the  construction  profits  were  placed  at 
seven  per  cent.  Although  a  nine  per  cent  profit  was  agreed 
upon,  the  additional  two  points  represented  the  participa- 
tion for  Chinese  capital.  The  banker's  profits  were  again 
placed  at  four  per  cent,  the  Chinese  Government  paying  the 
stamp  tax  on  the  bonds.  In  addition,  China's  right  to  share 
in  the  benefits  of  this  scheme  was  recognized  by  the  desig- 
nation of  a  Chinese  bank  as  one  of  the  depositories  for  the 
loan  and  its  service.  Even  the  right  of  the  bank  to  open 
agencies  in  the  principal  capitals  of  Europe  to  co-operate  in 
the  flotation  was  admitted.  The  Chinese  Bank  of  Com- 
munication was  designated  to  represent  the  Chinese  share- 
holders in  the  construction  company  and  to  co-operate  with 
the  bankers  in  the  issuing  and  service  of  the  loan. 

On  the  above  basis,  the  international  combination  of 
British,  French,  German  and  American  constructors  and 
bankers,  with  the  Chinese  participation,  agreed  to  under- 
take the  financing  and  construction  of  10,000  miles  of  new 
lines  within  a  period  of  ten  years  at  a  total  charge  to  the 
Chinese  Government  of  thirteen  per  cent  on  the  cost  of 
financing  and  construction.  Excluding  the  Chinese  par- 
ticipation, this  meant  that  the  lines  would  have  been 
financed  and  built  at  a  charge  of  eleven  per  cent  on  their 
total  cost.  When  it  is  remembered  that  European  govern- 
ments allow  a  ten  per  cent  coyistruction  profit  on  work  of 
this  nature,  and  the  American  Government  with  its  un- 
limited credit  conceded  fifteen  and  a  half  per  cent  for  the 
same  service  in  the  Philippines,  and  guaranteed  the  interest 
on  the  bonds  of  the  private  corporation  holding  the  conces- 
sion, the  terms  conceded  to  China  in  1914  stand  as  the  low- 
est, most  favorable  and  honorable  terms  ever  accorded  to  a 
foreign  government  for  work  of  this  nature  by  international 
finance.  These  terms  and  negotiations  stand  as  the  one 
unanswerable  argument  in  favor  of  open  competition  for  the 
financing  and  construction  of  Chinese  railways,  and  as  a 
reason  why  China  should  be  permitted  to  make  her  own 
arrangements  in  these  matters. 
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With  this  background  of  the  financial  phases  of  railway 
construction  in  China,  we  can  now  return  to  the  American 
railway  contract.  The  bankers'  commission  for  issuing  the 
loan  was  placed  at  five  per  cent.  The  absence  of  a  stamp 
tax  in  the  United  States  makes  this  one  per  cent  higher 
than  the  usual  commission  conceded  to  European  financiers. 
A  construction  profit  of  eight  per  cent  was  allowed,  or  one 
per  cent  higher  than  the  European  and  American  engineers' 
profits  in  the  international  combination.  A  purchasing 
commission  of  five  per  cent  was  added,  to  keep  this  item 
uniform  with  other  agreements.  The  original  clause  in  the 
early  concessions  was  then  revived  conceding  to  the  bankers 
or  bondholders  TWENTY  PER  CENT  PARTICIPATION 
IN  THE  PROFITS  OF  THE  LINES! 

From  a  purely  business  viewpoint  it  was  a  most  excellent 
and  profitable  contract.  But  in  reviving  participation  in 
the  profits,  the  policy  of  the  Chinese  Government  was 
reversed  and  the  will  of  the  people  set  aside.  A  single 
official,  in  the  closing  days  of  a  rotten,  corrupt  regime 
assurfied  the  responsibility  of  overturning  the  policy  of  the 
nation.  Parliament  had  been  dissolved  by  the  military 
oligarchy.  There  was  no  government  in  China  worthy  the 
name.  The  events  of  the  past  twenty  years  connected  with 
railway  finance  were  ignored.  A  temporary  Minister  of 
Communications  with  no  previous  training  in  the  intri- 
cacies of  this  department  undid  the  work  of  his  prede- 
cessors. The  leading  official  of  China,  the  right-hand  man 
of  Yuan  Shih-kai,  who  had  held  the  post  of  Director-General 
of  railways  for  many  years,  clearly  saw  the  danger  and 
remonstrated.  This  official,  H.  E.  Liang  Shih-yi,  refused  to 
accept  any  responsibility  for  the  terms  of  the  agreement. 
The  younger  official  overruled  him.  The  "government" 
required  ready  money,  and  the  American  contractors'  check 
for  500,000  American  gold  dollars  as  an  advance  on  the 
loan  was  the  only  thing  in  sight. 

The  serious  feature  of  reviving  the  profit-sharing  clause 
in  state-owned  railways  lies  in  the  fact,  that  due  to  China's 
secret  understandings,  the  American  contract  compels  the 
revision  of  all  China's  outstanding  and  unexecuted  rail- 
way agreements.  In  November,  1913  (as  pointed  out  in 
a  preceding  chapter) ,  the  Chinese  Government  entered  into 
a  hasty  secret  agreement  with  Germany  covering  the  con- 
struction of  the  new  lines  in  Shantung  based  on  the  Belgian 
terms,  and  stipulated  that  if  any  other  nation  was  conceded 
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more  favorable  terms  in  the  future,  they  should  apply  to 
the  German  lines.  In  May,  1915,  Japan  obtained  a  sim- 
ilar understanding  in  the  Manchurian  treaties.  So,  when 
the  Chinese  signed  the  American  contract  in  May,  1916,  the 
expanded  terms  applied  automatically  to  the  German  lines 
in  Shantung  and  the  Japanese  lines  in  Manchuria.  As 
Germany's  rights  have  been  taken  over  by  Japan  and  her 
position  recognized  by  the  Peace  Conference,  she  is  the 
one  Power  at  present  entitled  to  this  revision. 

To  understand  this  situation  better,  it  must  be  explained 
that  China  has  entered  into  railway  contracts  with  foreign 
syndicates  for  the  financing  and  construction  of  approxi- 
mately 10,000  miles  of  new  lines  (exclusive  of  the  American 
contract  for  1,100  miles)  the  loans  for  which  have  yet  to  be 
floated.  Under  present  conditions  the  total  amount  of  loans 
required  for  the  construction  of  these  11,100  miles  will 
approximate  $80,000  per  mile,  or  an  aggregate  of  $900,- 
000,000.  (Projected  lines  in  Yunnan  and  Szechuan  will  cost 
over  $150,000  per  mile.)  If  spread  over  a  period  of 
fifteen  years,  at  least  $60,000,000  will  be  required  annually 
to  finance  the  lines  already  contracted  for. 

As  matters  stand,  the  British,  French,  Belgian  and 
Russian  concession  holders  cannot  comply  with  their  obliga- 
tions under  the  old  terms.  It  is  now  impossible  to  issue 
loans  under  the  pre-war  "cheap  money"  conditions.  As 
there  is  no  time  limit  attached  to  these  contracts  or  any 
penalty  for  failure  to  carry  them  out  within  a  specified  time, 
they  will  pass  into  cold  storage  unless  better  terms  are 
conceded. 

The  British,  French  and  Belgian  governments  have 
carefully  watched  proceedings  in  China  and  are  detei^mined 
when  the  time  is  opportune  that  the  Chinese  will  have  to 
concede  their  nationals  the  same  benefits  acquired  by  the 
Germans  and  Japanese.  They  assert  that  the  "most  favored 
nation"  clause  in  the  treaties  compels  extension  of  the 
American  terms  to  their  contracts.  Analysis  of  the  situa- 
tion therefore  discloses  that  by  signing  the  American  con- 
tract, the  Chinese  have  created  terms  and  conditions  which, 
in  equity,  will  have  to  be  extended  to  all  unexecuted  railway 
contracts  and  admit  the  European  and  Japanese  interests 
into  participation  in  the  profits  of  all  their  new  lines. 

To  understand  what  this  may  lead  to,  it  is  well  to  quote 

here  the  text  of  the  German  and  Japanese  agreements. 

The  German  Shantung  Agreement  signed  on  December  31, 

1913,  states : 
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"The  Chinese  Government  declares  that  in  regard  to  the 
construction  of  these  two  railways  the  German  Government 
will  be  accorded  the  same  terms  and  conditions  as  are 
embodied  in  the  railway  loan  agreement  entered  into  with 
the  Belgians  on  September  24,  1912.  .  .  (e)  The  Chinese 
Government  declares  again  to  the  German  Government  that 
if  hereafter  railway  loan  agreements  are  made  between 
the  Chinese  Government  and  any  other  country  wherein  the 
terms  and  conditions  concerning  the  construction  and  traffic 
management  are  more  favorable  than  the  terms  and  condi- 
tions mentioned  in  the  foregoing,  the  same  privileges  will  be 
accorded  to  these  two  railways." 

Article  7  of  the  treaty  respecting  South  Manchuria  and 
Eastern  Inner  Mongolia  entered  into  beteween  China  and 
Japan  in  May,  1915,  states: 

"The  Chinese  Government  agrees  speedily  to  make  a 
fundamental  revision  of  the  Kirin-Changchun  Railway 
Loan  Agreement,  taking  as  a  standard  the  provisions  in  rail- 
way loan  agreements  made  heretofore  between  China  and 
foreign  financiers. 

"WHEN,  IN  FUTURE,  MORE  ADVANTAGEOUS 
TERMS  THAN  THOSE  IN  EXISTING  RAILWAY  LOAN 
AGREEMENTS  ARE  GRANTED  TO  FOREIGN  FINAN- 
CIERS IN  CONNECTION  WITH  RAILWAY  LOANS, 
THE  ABOVE  AGREEMENT  SHALL  AGAIN  BE  RE- 
VISED IN  ACCORDANCE  WITH  JAPAN'S  WISHES." 

In  signing  the  German  and  Japanese  agreements,  the 
Chinese  Government  destroyed  the  permanency  and  inviola- 
bility of  all  future  railway  contracts.  Great  Britain,  France, 
Belgium  and  Russia  will  demand  the  same  favored  treat- 
ment. If,  at  any  time  in  the  future  more  advantageous 
terms  than  those  in  existing  contracts  are  granted  in  con- 
nection with  railway  loans,  all  the  other  agreements  shall 
be  revised  in  accordance  with  the  wishes  of  the  various 
governments.  Or,  if  the  other  Powers  refrain  from  request- 
ing such  concessions  (which  is  most  unlikely)  Japan  stands 
as  the  sole  beneficiary  of  the  most  favorable  terms  in  rail- 
way construction. 

It  may  be  safely  estimated  that  the  11,100  miles  of 
railways  contracted  for,  will  call  for  the  raising  of 
$900,000,000  in  loans  for  their  construction.  It  is  fair  to 
assume,  under  favorable  conditions,  in  ten  to  fifteen  years, 
that  these  lines  will  earn  an  average  profit  over  fixed 
charges  of  ten  per  cent,  or  $90,000,000  per  year.     This,  of 
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course,  contemplates  that  many  of  the  political  lines  will 
be  eliminated,  and  substituted  by  equal  mileage  in  districts 
where  they  will  pay. 

If  the  twenty  per  cent  profit  sharing  clause  is  extended 
to  all  these  agreements,  $18,000,000  will  be  distributed 
annually  to  the  bankers  or  bondholders.  The  clause  must 
be  extended  to  all  contracts,  as  it  will  be  unjust  to  single 
out  any  one  line  or  lines  for  preferential  treatment.  The 
life  of  the  average  Chinese  railway  loan  is  forty-five  years. 
In  thirty-five  years,  or  during  the  unexpired  life  of  the 
loans,  foreign  participation  in  the  profits  of  these  lines  will 
approximate  $600,000,000.  In  conceding  the  American 
bankers  one  per  cent  more  than  the  European  terms  for 
issuing  the  loan,  an  additional  charge  of  $9,000,000  must  be 
added  to  the  cost  of  raising  the  $900,000,000  for  the  con- 
struction of  the  11,100  miles  of  new  lines. 

In  view  of  these  increased  costs  attached  to  the  com- 
pletion of  all  new  lines  contracted  for,  as  the  result  of 
the  American  terms,  the  question  arises :  will  the  Chinese 
people  assent  to  this  radical  change  in  their  railway  policy 
without  being  granted  a  voice  in  deciding  their  own  future? 
They  may  be  the  only  terms  upon  which  Americans  are 
willing  to  do  business  in  China ;  the  Americans  may  insist 
that  a  contract  is  a  contract;  if  they  do,  then  the  other 
Powers  will  demand  the  same  privileges.  When  the  facts 
are  known,  the  hatred  of  the  Chinese  people  will  fall  upon 
the  Americans  for  having  admitted  the  foreigners  into  par- 
ticipation in  the  profits  of  all  their  lines  and  inviting  armed 
intervention  in  the  event  of  internal  disorders.  The  Ameri- 
can contract  therefore  becomes  the  legitimate  concern  of 
every  American  doing  business  in  China.  The  vested  in- 
terests of  these  Americans  obtained  as  the  result  of  years 
of  hard  up-hill  work,  are  of  as  much,  in  fact,  of  far  greater 
importance,  than  the  temporary  profits  of  the  American 
bankers  and  contractors  who  hold  the  railway  contract. 

From  the  Chinese  viewpoint,  can  any  one  official  or  non- 
representative  military  government  justify  its  action  unless 
it  can  prove  that  the  advantages  gained  for  the  nation  are 
greater  than  the  rights  surrendered?  Will  the  constitu- 
tional party  in  China  represented  by  the  South  quietly  accept 
the  additional  burden  without  a  murmur?  It  is  only  neces- 
sary to  recall  that  Dr.  Sun  could  have  financed  his  entire 
scheme  of  10,000  miles,  or  more,  on  similar  terms  had  he 
wished  to  betray  the  higher  interests  of  his  people  in  1913. 
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When  the  full  facts  surrounding  this  transaction  are  fully 
understood,  will  not  the  people  demand  that  the  question 
be  placed  before  their  duly  elected  representatives  in  parlia- 
ment assembled?  The  future  of  China  may  depend  upon 
how  these  questions  are  answered. 

It  is  clear  that  no  Chinese  official,  with  the  faintest 
idea  of  patriotism,  would  have  dared  to  sign  the  American 
agreement  with  a  full  knowledge  of  what  it  all  meant  to 
the  future  of  his  country,  unless  he  considered  that  he  could 
justify  his  action  before  the  nation.  He  must  have  known 
that  his  own  head  would  pay  the  price  if  he  failed  to  give 
an  account  of  his  stewardship.  Tsao  Ju-lin  knew  what  he 
was  doing.  This  is  a  phase  of  the  situation  that  I  have 
reserved  to  the  last. 

Some  time  after  the  signing  of  the  American  contract,  I 
held  a  long  conversation  with  one  of  the  highest  officials 
of  the  defunct  Yuan  regime.  I  asked  him  why  he  permitted 
the  contract  to  be  signed  when  he  must  have  known  that  the 
five  lines  specified  in  the  agreement,  raised  the  issue  of 
the  Open  Door  with  the  Four  Allies  at  the  same  time,  and, 
when  the  terms  overthrew  the  policy  of  the  government 
and  revived  foreign  participation  in  the  profits  and  man- 
agement that  must  now  be  extended  to  all  the  lines.  His 
answer  was  clear  and  to  the  point.    He  said  : 

"The  five  railway  lines  were  deliberately  selected  and 
specified  to  compel  the  United  States  to  defend  the  doc- 
trine of  the  Open  Door.  The  contractor  came  to  us  recom- 
mended by  the  American  Minister.  The  latter  was  daily 
informed  of  the  progress  of  the  negotiations.  In  view  of 
the  American  Note  of  May  15,  1915,  and  the  close  connec- 
tion between  the  Legation  and  the  contractor,  we  assumed 
that  the  Minister  was  acting  in  full  accord  with  the  policy 
and  instructions  of  his  government,  and  the  contract  would 
be  upheld.  That  is  the  reason  we  are  ivilling  to  pay  the 
P7'ice." 

This  explanation  is  logical,  as  no  one  official  in  China 
would  dare  to  brave  the  anger  of  the  people  in  such  a  vital 
matter  unless  he  expected  to  gain  a  greater  advantage  for 
the  nation.  The  American  terms,  applied  to  all  the  unfin- 
ished lines  at  a  cost  to  the  Chinese  people  of  many  millions 
of  dollars,  was  the  price  that  these  officials  were  willing 
to  pay  for  the  vindication  of  the  Open  Door  doctrine  and 
the  elimination  of  the  spheres  of  influence, 
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The  Chinese  are  no  fools.  The  Chinese  officials  can 
be  depended  upon  to  present  a  most  ingenious  excuse,  and  if 
possible,  throw  the  blame  on  the  American  Government. 
The  terms  stand.  The  agreement  conceding  these  terms  to 
Japan  is  valid.  China  was  willing  to  pay  the  price,  but  the 
Americans  failed  to  deliver  the  goods.  That  will  be  Tsao 
Ju-lin's  defense.  If  these  terms  are  now  extended  to  all 
other  contracts,  without  the  elimination  of  the  spheres  of 
influence ;  if  China  is  compelled  to  pay  the  price  and  receive 
nothing  in  return,  the  prestige  of  America  and  Americans 
in  China  will  be  irretrievably  lost.  Americans  will  have 
opened  the  door  to  all  others  in  the  participation  of  profits 
in  state-owned  railways  with  all  that  this  implies  in  the 
Chinese  mind  to  their  sovereignty.  The  friendly  feeling 
towards  Americans  will  be  turned  to  hatred. 

It  is  only  natural  that  the  European  governments  and 
their  financiers  should  feel  deeply  aggrieved  to  see  the 
profit-sharing  clause  revived  in  favor  of  the  Americans 
after  they  had  voluntarily  accepted  the  Chinese  viewpoint 
and  surrendered  this  valuable  source  of  income.  It  places 
the  Americans  in  a  special  favored  position,  reflecting  on 
the  policy  and  good  faith  of  the  others.  Human  nature 
being  as  it  is,  this  attitude  is  not  unreasonable.  They  are 
now  justified  in  demanding  the  revival  of  the  clause  for  the 
concessions  held  by  their  nationals.  All  the  hard  work  of 
the  past  twenty  years  must  now  be  gone  over  again. 

XVII 

THE    INTERNATIONAL   POLITICAL    SITUATION    IN 
CHINA  ARISING  OUT  OF  THE  RAILWAY  ' 

PROBLEMS 

We  have  before  us  all  the  elements  for  a  first-class 
international  squabble.  Enough  has  been  explained,  in  the 
preceding  pages  to  show  that  the  other  Powers  hold  very 
definite  ideas  as  to  their  railway  rights  in  China.  The 
control  of  these  strategic  and  commercial  lines  within  well 
defined  spheres  are  essential  to  the  working  out  of  European 
policies  in  China,  and  will  continue  to  be  so,  even  after 
the  League  of  Nations  is  in  operation.  When  the  railway 
problems  of  China  are  understood,  it  is  easy  enough  to 
grasp  what  lies  behind  the  moves  of  European  and  Japanese 
politics   in   that   country.      American   indifference   to    and 
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ignorance  of  this  fundamental  fact,  is  responsible  for  our 
errors  of  diplomacy  in  dealing  with  these  questions. 

The  story  has  been  only  half  told.  The  high  points 
alone  have  been  touched  upon  to  outline  the  situation.  The 
facts  tell  us  plainly  that  the  disturbing  element  in  China 
is  not  Japan.  The  great  mistake  of  the  Peace  Conference ; 
of  all  who  have  carried  the  fight  for  a  principle  in  China, 
lies  in  ignoring  this  truth.  We  have  condoned,  praised 
and  justified  what  European  Powers  have  done  in  China. 
We  have  grasped  the  hand  of  Britain,  France  and  Russia 
and  said :  "You  can  do  no  wrong.  We  have  faith  in  your 
good  intentions,  but  we  must  all  stand  together  against 
Japan." 

The  European  spheres  of  influence  in  China,  securely 
fenced-in  and  criss-crossed  by  strategic  railway  rights  and 
promises,  had  been  revived  by  France,  Great  Britain  and 
Russia  before  the  outbreak  of  the  war.  Little  Belgium, 
acting  as  the  jackal  of  the  Bear  and  financed  by  France, 
had  cut-in  and  obtained  the  great  prizes  that  would  have 
given  to  Russia  an  ice-free  outlet  at  the  mouth  of  the 
Yangtsze  and  control  over  the  rich  provinces  of  western 
and  northwestern  China.  Britain  was  defied.  Her  position 
in  India  and  Tibet  was  flanked  on  two  sides. 

The  Chinese  Government  was  willfully  complicating 
the  situation  for  all  concerned.  The  authorities  had  been 
warned  time  and  again  to  beware  of  the  Belgians,  to  remem- 
ber 1898  and  the  price  they  then  paid  for  flouting  Great 
Britain.  They  gave  no  heed  to  these  friendly  warnings. 
Under  certain  conditions  the  British  Government  was 
inclined  to  play  fair,  and  open  the  Yangtsze  region  to  inter- 
national co-operation  if  the  others  reciprocated.  Recogniz- 
ing that  the  French  sphere  was  the  poorest  of  all,  France 
was  disposed  to  relinquish  her  preferred  position  in  South 
China  and  co-operate  with  Great  Britain,  They  had  every- 
thing to  gain  and  nothing  to  lose.  Unfortunately,  France 
was  chained  to  the  chariot  of  Russia.  The  Belgian  banks 
could  never  have  entered  the  Chinese  field  without  French 
financial  support.  Yet  the  Chinese  foolishly  held  to  their 
illusion  that  Belgium  being  a  very  small  nation  with  no 
territorial  ambitions,  was  interested  solely  in  creating  an 
outlet  for  her  capital  and  industries.  The  lesson  of  1898 
was  forgotten.  They  went  blindly  ahead  to  their  own 
undoing. 

It    is    diflficult    under    these    circumstances    to    unduly 
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criticize  the  British  for  strengthening  their  hold  on  the 
Yangtsze  Valley.  Ideals  or  principles  had  no  place  in  pre- 
war international  politics.  The  menace  of  Russia  hung 
heavily  over  all  Asia  forcing  the  British  Government  to  be 
constantly  on  the  alert  to  counteract  her  every  move,  to  pro- 
vide against  all  contingencies.  Japan  w^as  on  the  outside. 
China  opposed  her  every  request.  Concessions  were  will- 
ingly granted  to  the  others.  Their  spheres  were  delimited 
anew.  Equal  opportunity  for  commerce  and  industry  was 
being  preserved,  but  the  door  to  railway  enterprise  was 
closed.  When  Japan  entered  the  war  and  ousted  Germany 
from  Shantung,  the  "Opportunity  of  a  Thousand  Years"  lay 
before  her. 

It  is  puerile  to  concentrate  our  criticism  on  the  Twenty- 
One  Demands.  They  followed  as  certainly  as  darkness  after 
light,  a  logical  sequence  to  what  had  gone  before.  They 
were  part  of  a  general  problem.  Japan  may  be  open  to 
severe  censure  for  the  manner  in  which  the  Demands  were 
presented  and  the  method  employed  in  concealing  vital 
facts.  But  if  other  Powers  are  entitled  to  apply  the  law  of 
self-preservation  and  coerce  China  into  ceding  special  or 
preferential  railway  and  other  rights,  then  it  is  unfair  to 
condemn  Japan  for  doing  likewise  when  her  own  interests 
and  ultimate  independence  were  at  stake. 

Let  us  not  forget  that  in  1900,  China  was  ready  to  sign 
a  secret  treaty  with  Russia.  She  made  no  outcry,  no 
appeals  for  protection.  The  facts  were  forced  from  her  by 
the  other  Powers,  and  Britain  hurriedly  entered  into  a 
special  alliance  with  Germany,  because  of  China's  readiness 
to  play  the  Russian  game. 

Japan's  existence  as  a  nation  depended  on  maintaining 
her  position  in  Manchuria  and  throwing  out  her  advance 
posts  into  Mongolia,  which,  by  reason  of  its  independence, 
had  become  a  Russian  sphere.  This  is  one  of  the  secrets 
of  her  relentless  policy  in  these  regions.  If  Japan  does 
not  entrench  herself  Russia  will  forestall  her. 

When  China  deliberately  brought  the  Russian  Bear  into 
the  Yangtsze  and  presented  her  with  the  strategic  railways 
dominating  the  west  and  northwestern  provinces  adjacent 
to  Tibet  and  Mongolia,  Japan  and  Britain  were  justified  in 
coming  together  for  the  protection  of  their  threatened 
interests.  If  we  can  visualize  the  complex  political  picture 
on  the  map  of  Eastern  Asia,  we  can  readily  understand 
why  it  became  an  imperative  necessity  for  Japan  to  protect 
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herself  against  the  suspicious  Chinese  policy  which  menaced 
her  independence.  If  self-preservation  is  the  first  law  of 
nature,  is  it  any  wonder  that  Japan  seized  the  opportunity 
and  placed  China  in  a  position  where  she  could  do  no 
further  harm?  It  was  no  doubt  a  high-handed  outrage  on 
the  sovereignty  of  China.  Every  ethic  of  international  law 
was  violated.  But  Japan  did  what  other  strong  nations 
have  done  under  similar  circumstances.  As  the  United 
States  can  not  tolerate  foreign  intervention  in  the  affairs 
of  her  neighbors  to  the  south,  and  was  compelled  to 
amputate  the  Republic  of  Panama  from  Colombia  to  insure 
strategic  control  of  the  strip  of  territory  that  provided 
access  between  its  eastern  and  western  coasts;  as  Russia 
justifies  her  attitude  in  Mongolia  in  order  to  create  a  buffer 
state  to  prevent  the  overflow  of  the  Chinese ;  as  Britain 
holds  Tibet  as  a  barrier  against  Russia,  and  other  similar 
policies  in  other  parts  of  the  world  are  held  indispensable 
to  the  independence  of  various  nations,  so  Japan  is  justified 
in  safeguarding  her  own  independence  jeopardized  by  the 
slipshod  and  corrupt  methods  of  her  big  neighbor.  If  the 
principle  holds  with  other  Powers,  it  must  hold  with  Japan, 
no  matter  how  much  we  sympathize  with  China. 

Japan's  defense  of  her  own  territory  depends  upon  her 
foothold  in  Manchuria  which  keeps  her  always  in  touch 
with  the  movements  of  Russia.  If  China  was  strong  and 
able  to  defend  her  own  independence,  the  situation  would 
be  different.  Unless  China  can  guarantee  that  Japan  is 
safe  from  another  Russian  attack  through  her  territory, 
Japan  is  justified  in  retaining  her  strategical  outposts 
within  Chinese  territory  to  insure  her  own  safety. 

Reference  to  the  map  will  disclose  that  the  projected 
Japanese  railways  in  Manchuria  and  Inner  Mongolia  while 
clearly  delimiting  the  Japanese  sphere  of  influence,  are,  at 
the  same  time,  highly  strategic  lines  with  their  bases  in 
Liaotung  and  Korea,  facilitating  the  defense  of  the  terri- 
tory against  a  Russian  advance  from  any  quarter.  They 
undoubtedly  strengthen  Japan's  hold  upon  the  province  in 
the  event  she  intends  to  extend  her  sovereignty  in  this 
direction,  and  in  this  respect  become  a  menace  to  China's 
independence. 

Japan's  status  in  Liaotung  is  similar  to  that  of  Great 
Britain  in  Gibraltar.  The  Rock  is  an  integral  part  of 
Spanish  territory.  It  dominates  and  commands  the  Strait, 
the  Key  to  the  Mediterranean,  the  All-Red-Route  to  India. 
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The  safety  of  the  British  Empire  is  contingent  upon 
Britain's  undisputed  possession  of  this  strategical  fortress. 
To  Spain's  appeals  for  restitution  the  British  Government 
calmly  answers,  in  effect,  ''show  that  you  are  worthy  of  the 
honor,  convince  us  that  you  can,  and  will,  properly  defend 
this  gateway  to  our  Empire  and  we  will  willingly  hand  it 
back  to  you."  Torn  with  internal  political  dissensions,  weak, 
and  disorganized,  Spain  cannot  give  these  assurances.  She 
is  deprived  by  the  stronger  Power  of  her  sovereignty  over 
this  territory  because  of  inability  to  defend  her  neutrality. 

The  analogy  may  be  extended  to  cover  the  situation 
in  the  Spanish  zone  in  Morocco,  where  by  reason  of  Spain's 
indifference,  unwillingness  and  incapacity  to  maintain  law 
and  order  or  bring  the  turbulent  tribes  under  subjection, 
the  strip  became  the  base  for  German  intrigues  against 
the  French  protectorate  to  the  south.  Spanish  Morrocco, 
therefore,  became  a  direct  menace  to  France  through  Spain's 
helplessness  and  failure  to  defend  her  neutrality.  This  has 
provoked  the  French  to  insist  that  Spain  shall  comply  with 
her  international  obligations  in  Morrocco,  or,  get  out. 

The  administrative  internationalization  of  Tangier  with- 
out the  assurance  of  international  armed  force  to  guarantee 
its  status ;  providing  as  it  does,  a  safe  refuge  in  the  very 
heart  of  an  international  powder-magazine  for  plotters 
against  the  French,  has  also  decided  the  latter  that  their 
national  security  through  joint  domination  of  the  Strait  and 
control  over  Morrocco,  demands  that  this  strategic  position 
be  entrusted  to  their  sole  custody.  The  possession  of 
Tangier  is  also  essential  to  the  preservation  of  Spain's 
position,  but  her  weakness  would  provide  the  occasion  for 
another  stronger  Power  to  occupy  this  internationalized 
zone  at  the  commencement  of  another  world  war. 

As  the  British  have  prohibited  Spain  from  fortifying  the 
mountains  back  of  Gibraltar  to  insure  its  safety  from  an 
artillery  attack  from  the  land  side,  and  applied  the  identical 
principle  in  demanding  the  Kowloon  lease  from  China  to 
protect  Hongkong  from  attack  through  Chinese  territory,  as 
France  retains  her  position  in  Kwangchow-wan  for  the 
strategic  defense  of  Indo-China;  as  Great  Britain  was 
compelled  to  take  over  Egypt  to  defend  the  Suez  route  to 
the  East  and  has  extended  and  solidified  her  hold  on  Persia 
and  Mesopatamia  because  of  the  inability  of  their  govern- 
ments to  withstand  the  onward  pressure  of  Russia  in  the 
direction  of  India ;  as  the  United  States  brought  Cuba  under 
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her  influence  and  applied  the  Piatt  Amendment,  as  we  pur- 
chased the  Danish  West  Indies  to  prevent  their  sale  to  Ger- 
many and  object  to  Mexico  leasing  a  bay  in  Lower  Cali- 
fornia to  Japan,  so  the  principle  of  interfering  with  the 
sovereign  rights  of  weaker  nations  in  order  to  defend  the 
existence  of  the  stronger  has  become  an  accepted  interna- 
tional doctrine.  The  sovereign  rights  of  smaller  and  weaker 
nations  fade  away  and  disappear  when  their  governments 
through  incompetency,  corruption  and  general  ineptitude 
endanger  the  independence  of  stronger,  better  organized 
and  developed  states.  The  magnificent  ideals  behind  the 
League  of  Nations,  self-determination,  and  making  the 
world  safe  for  Democracy,  are  shorn  of  all  their  meaning 
before  the  stern,  hard  realities  of  practical  international 
politics.  Self-determination,  selfish  inefficiency,  and  self- 
sufficiency  on  the  part  of  the  weak  must  give  way  before 
the  law  of  self-preservation  on  the  part  of  the  strong. 

Having  explained  this  side  of  the  problem,  we  can  bet- 
ter appreciate  and  understand  the  most  important  phase 
of  the  Twenty-One  Demands  and  the  treaties  arising  there- 
from. The  crux  of  these  Demands  was  concealed  in  the 
clause  relating  to  the  extension  of  the  lease  of  the  Liaotung 
peninsula.  Under  the  terms  of  the  Sino-Russian  Agree- 
ment of  March  27,  1898,  the  duration  of  the  lease  was  fixed 
at  twenty-five  years.  This  right  was  transferred  to  Japan 
under  the  provisions  of  the  Portsmouth  Treaty, 

For  several  years  prior  to  1915,  Japan's  position  in 
Manchuria  was  seriously  impaired  by  reason  of  the  clause 
of  the  Sino-Russian  Agreement  conceding  to  China  the  right 
to  purchase  the  South  Manchuria  railway  at  the  end  of  36 
years  (or  in  1934),  at  its  actual  cost  value,  and  the  ex- 
piration of  the  lease  to  the  Liaotung  region  in  1923.  As 
leases  go,  this  was  a  very  short  life.  Unless  it  could  be 
extended,  Japan  was  prohibited  from  embarking  on  any 
grand  scheme  for  the  defense  and  development  of  Man- 
churia. Possession  of  the  South  Manchurian  railway  until 
1934  with  a  lease  on  the  terminals  expiring  in  1923  de- 
stroyed the  value  of  the  railway  as  a  strategic  instru- 
ment. Without  full  jurisdiction  over  the  deep-water  ter- 
minals within  the  Liaotung  peninsula  Japan's  position  is 
untenable.  The  value  of  the  railway  even  as  a  common 
carrier  is  dependent  upon  the  retention  of  the  warehouse, 
wharfage,  and  harbor  facilities  at  Dalny  and  the  naval 
base  at  Talienwan   (Port  Arthur). 
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This  precarious  position  was  emphasized  whenever  the 
Japanese  Government  turned  to  foreign  bankers  for  loans 
to  be  devoted  to  necessary  improvements  of  Dalny  or  ex- 
tension and  betterment  of  the  railway.  The  bankers  in- 
variably raised  the  embarrassing  question  as  to  the  dura- 
tion of  the  lease  and  the  guarantees  Japan  could  give  that 
her  control  would  be  extended  beyond  1923.  Although 
willing  to  advance  funds  for  improvements  within  the 
Leased  Territory  as  long  as  it  remained  under  Japanese 
control,  foreign  bankers  refused  to  seriously  consider  any 
proposition  to  this  end  because  of  the  short,  unexpired 
term  of  the  lease  and  the  uncertainty  of  Japan's  tenure. 

It  became  evident  as  far  back  as  1910,  that  Japan's 
further  progress  in  Manchuria  was  blocked  by  the  terms 
of  the  lease.  Japan  could  not  afford  to  await  the  date  of 
expiration.  She  had  to  be  assured  beforehand  that  it  would 
be  extended.  China  had  no  intention  of  ever  consenting 
to  this  perpetuation  of  lost  rights  in  favor  of  Japan  and 
was  looking  confidently  ahead  to  the  time  when  they  would 
be  restored  to  her. 

Japan's  position  became  increasingly  difficult  as  the 
years  passed  by..  She  had  no  money  of  her  own  or  any 
good  security  on  which  to  raise  a  loan  for  the  much  needed 
Manchurian  defense  measures.  She  had  nearly  bankrupted 
herself  carrying  the  huge  burden  of  military  expenses 
forced  upon  her  by  the  folly  and  cowardice  of  her  neigh- 
bor. Russia  was  still  in  Manchuria  preparing  for  re- 
venge. Japan's  one  remaining  asset  was  impaired  through 
the  temporary  nature  of  the  lease.  Her  one  hope  was  to 
obtain  from  China  an  assurance  that  the  lease  would  be 
extended.  Here  she  was  met  by  uncompromising  opposi- 
tion. China  was  still  an  Ally  of  Russia.  To  prepare  against 
the  day  when  the  issue  would  have  to  be  faced,  Japan 
initiated  her  policy  of  creating  issues  and  holding  them 
open  for  settlement  to  serve  as  the  basis  of  the  forthcom- 
ing negotiations  for  the  extension  of  the  Liaotung  lease. 
If  the  European  war  had  not  commenced  in  1914,  these 
series  of  incidents  would  have  been  utilized  in  the  usual 
diplomatic  manner  to  force  China  to  accede  to  Japan's 
wishes. 

Japan  was  scheduled  to  lose  her  strategic  position  in 
Manchuria  in  1923.  Deprived  of  administrative  control 
of  the  commercial  and  military  bases  in  the  Liaotung 
peninsula,  the  South  Manchuria  railway,  the  main  line  of 
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Japan's  defense  on  the  mainland,  would  have  lost  its  mili- 
tary value.  Her  control  of  the  great  fortress  and  naval 
base  at  Port  Arthur  dominating  the  Gulf  of  Chihli  w^ould 
have  ended.  It  is  true  that  she  would  still  dominate  this 
part  of  the  seas  through  her  position  in  Korea,  but  the 
main  objective  in  Manchuria  through  the  possession  of 
Liaotung  would  have  been  sacrificed.  Although  she  could 
have  defended  her  position  through  Korea  and  the  eastern 
part  of  Manchuria,  her  flank  would  have  been  exposed  and 
menaced  from  the  Liaotung  side.  Japan  was  taking  no 
chances.  This  is  the  inside  significance  of  the  1915  treaties. 
The  Shantung  agreement  signed  at  the  same  time  was  in- 
cidental to  the  main  issue.  As  long  as  China  was  prohibited 
from  ceding  Kiaochao  or  any  other  port  in  Shantung  to 
another  Power,  Japan  was  quite  willing  to  return  the  Ger- 
man rights  to  China,  and  then  safeguard  her  position  by 
creating  an  international  settlement  at  Tsingtao.  Inter- 
national control  over  this  highly  strategic  naval  port  is  the 
best  guarantee  that  Japan  will  never  again  be  menaced 
from  this  quarter  by  leaving  the  road  open  for  China  to 
abuse  her  sovereign  rights  by  ceding  it  to  some  other  Power. 
It  is  now  impossible  to  declare  the  Shantung  treaty  in- 
valid without  similarly  destroying  the  validity  of  the  others. 
When  we  view  this  problem  through  the  eyes  of  Japan, 
and  remember  that  all  the  other  great  Powers  were  in- 
voking the  same  principle  for  the  protection  of  their  own 
special  interests,  not  only  in  China  but  in  other  parts  of 
the  world,  we  can  better  understand  the  real  significance 
of  what  has  occurred  in  the  Far  East  and  in  Paris  dur- 
ing the  Peace  Conference. 

Ignoring  the  position  of  Russia,  the  American  Govern- 
ment had  placed  itself  on  record  in  its  note  of  May  15, 
1915,  that  it  could  not  recognize  any  impairment  of  the 
existing  treaties.  The  American  maneuvers  at  Peking 
seemed  to  imply  that  our  Government  was  eagerly  seek- 
ing the  opportunity  of  raising  the  issue  with  Japan.  When 
these  moves  menaced  the  rights  of  Russia  in  Mongolia, 
the  feud  between  the  old  enemies  was  patched  up  to  present 
a  united  front  against  the  new  intruder.  The  issue  of  the 
Open  Door — that  is,  interference  with  railway  rights,  the 
basis  of  their  vital  policies  in  China — was  being  raised  at 
a  time  when  they  could  not  protect  themselves.  The  Ameri- 
can railway  contract,  notwithstanding  its  perfectly 
legitimate  character,  was  viewed  by  the  Allies  as  a  care- 
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fully  designed  German  trick.  The  United  States  was  still 
neutral.  President  Wilson  was  proclaiming  "peace  with- 
out victory."  The  American  Minister  at  Peking  was  per- 
severing in  his  efforts  to  force  acquiescence  to  the  Ameri- 
can ideas  on  railway  development  at  variance  with  rights 
established  by  other  Powers.  Notwithstanding  the  clear- 
cut  opposition  of  Japan,  Russia  and  Great  Britain  to  the 
canal  and  railway  contracts,  the  American  engineers  had 
shifted  the  scene  of  their  operations  and  started  work  on 
the  Kwangsi  line,  thus  raising  the  issue  with  France. 

The  Allied  situation  in  Europe  was  desperate.  Japan's 
opportunity  again  presented  itself.  At  this  juncture, 
January  27,  1917,  the  Japanese  Minister  for  Foreign  Affairs 
approached  the  British  Ambassador  at  Tokio  for  an  as- 
surance that  Great  Britain  would  support  the  claims  of 
Japan  at  the  Peace  Conference  in  regard  to  the  disposal 
of  Germany's  rights  in  Shantung  and  possessions  in  the 
South  Seas  north  of  the  Equator.  On  February  16,  the 
British  reply  was  received  acceding  to  the  request  on  the 
condition  that  Japan  would  treat  in  the  same  spirit  Great 
Britain's  claims  to  the  German  Islands  south  of  the  Equator. 
Similar  pacts  were  then  made  with  Russia,  France  and 
Italy.  By  March  23,  the  series  of  Allied  understandings 
to  support  Japan's  claims  in  Shantung  at  the  Peace  Con- 
ference was  completed.  As  the  Shantung  treaties  could 
not  be  detached  from  the  others  signed  at  the  same  time, 
this  gave  a  united  Allied  approval  to  Japan's  position  in 
Manchuria,  Inner  Mongolia  and  Fukien.  The  United  States 
was  isolated. 

America's  entrance  into  the  war  followed  soon  after. 
Through  the  instrumentality  of  the  American  Minister  at 
Peking  and  the  activities  of  the  "Flying  Wedge"  under 
his  orders,  China  was  dragooned  into  severing  diplomatic 
relations  with  Germany.  Once  again  Americans  interfered 
in  a  matter  that  Japan  considered  as  her  own  peculiar 
affair.  She  had  promised  France,  in  return  for  her  sup- 
port at  the  Peace  Conference,  to  bring  China  into  the  war 
and  eliminate  German  influence  in  that  country.  The  activ- 
ities of  the  Americans  deprived  her  of  the  advantages  she 
hoped  to  gain  by  having  China  enter  the  war  under  her 
direction.  The  manner  in  which  China  was  influenced  to 
sever  diplomatic  relations  and  finally  declare  war  on  the 
Central  Powers  split  the  nation  wide  open,  provoking  inter- 
nal hostilities  that  have  nullified  her  activities  and  value  as 
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a  serious  combatant  or  contributor  to  the  defeat  of  the  com- 
mon enemy.  Had  China  entered  the  conflict  under  the 
skilled  direction  of  Japan,  and  organized  her  forces  and  re- 
sources along*  lines  acceptable  to  her  neighbor,  her  position 
at  the  Peace  Conference  might  have  been  different.  She 
acted  upon  American  advice  and  expected  them  to  pull  her 
through.  The  other  Powers,  however,  were  not  over-anxious 
to  witness  the  ascendency  of  American  policies  in  that 
quarter  of  the  world. 

In  fact  they  were  leagued  together  to  support  Japan. 
It  was  the  price  they  willingly  paid  for  her  contribution 
to  the  Allied  cause.  This  truth  was  patent  to  all  close 
observers  of  Far  Eastern  politics.  It  was  communicated 
in  no  uncertain  manner  to  the  writer  by  the  British  Minis- 
ter in  Peking  in  October,  1916,  when  he  declined  to  favor 
any  proposition  for  American  cooperation  with  British  in- 
terests in  Chinese  railway  enterprises,  without  first  hav- 
ing the  scheme  approved  by  his  "Japanese  Friends  and 
Allies."  And,  when  the  proposition  was  afterwards  placed 
before  the  Japanese  Foreign  Minister,  he  replied  that  Japan 
would  consent  to  no  cooperative  plan  in  Manchuria  or  Inner 
Mongolia  which  tended  to  neutralize  their  special  rights 
or  position.  Consequently,  Japan  could  not  interfere  with 
any  arrangements  that  Great  Britain  cared  to  make  cover- 
ing her  special  rights  in  the  Yangtsze.  These  facts  were 
very  carefully  explained  to  the  American  Minister  at 
Peking,  and,  subsequently,  to  the  State  Department. 

On  June  2,  1917,  or  two  months  after  the  Allies  had 
officially  pledged  their  support  to  Japan  and  the  United 
States  had  entered  the  war.  President  Wilson  telegraphed 
a  direct  communication  to  the  President  of  China  urging 
and  advising  that  internal  hostilities  should  cease  forth- 
with, and  a  compromise  effected  between  North  and  South. 
Copies  of  this  communication  were  then  sent  to  the  British, 
French  and  Japanese  governments,  with  the  request  for 
joint  representations  to  China.  France  and  Great  Britain 
politely  refused  to  interfere.  There  was  only  one  explana- 
tion to  a  rebuff  of  this  nature.  It  said  plainer  than  a  for- 
mal declaration,  that  France  and  Great  Britain  had  recog- 
nized Japan's  paramount  position  in  the  Far  East,  and 
therefore  could  not  approve  or  support  American  initia- 
tive in  addressing  China  on  such  a  vital  subject  without 
first  consulting  Japan.  The  incident  spoke  volumes.  It 
did  not  require  the  open  publication  of  the  secret  under- 
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standings  for  a  keen  diplomatic  mind  to  sense  that  they 
existed,  or  that  America  was  outside  the  combination. 

The  situation  would  be  paralleled  if  the  Mikado,  ig- 
noring the  existence  of  the  Monroe  Doctrine,  should  ad- 
dress a  direct  note  to  the  President  of  Mexico  advising 
the  immediate  cessation  of  internal  disorders,  and  then 
requested  Great  Britain  and  France  to  support  him. 
American  public  opinion  would  be  shocked,  to  say  the  least, 
at  this  intentional  or  unintentional  slight. 

Secretary  Lansing  has  testified  before  the  Senate  For- 
eign Relations  Committee  that  Viscount  Ishii  failed  to  in- 
form him  of  the  existence  of  the  secret  understandings 
with  the  other  Powers  concerning  their  promise  to  sup- 
port Japan's  position  in  China.  Was  it  necessary  to  have 
this  information  after  the  rebuff  to  the  President's  invita- 
tion for  concerted  advice  to  China? 

Although  assured  of  the  full  support  of  her  Allies  at 
the  Peace  Conference,  Japan  sent  Viscount  Ishii  to  Wash- 
ington to  obtain  American  recognition  of  her  special  posi- 
tion in  Eastern  Asia.  The  result  of  this  mission  was  the 
Lansing-Ishii  Notes  exchanged  in  Washington  on  Novem- 
ber 2,  1917.  These  have  been  interpreted  as  an  Ameri- 
can acceptance  of  a  Japanese  Monroe  Doctrine  over  Eastern 
Asia.  As  a  matter  of  fact,  they  are  quite  harmless  re- 
gional understandings  in  which  the  Governments  of  the 
United  States  and  Japan  recognize  that  territorial  pro- 
pinquity creates  special  relations  between  countries,  and, 
consequently  the  Government  of  the  United  States  recog- 
nizes that  Japan  has  special  interests  in  China,  particu- 
larly in  the  parts  to  which  her  possessions  are  contiguous. 
Quite  correct,  and  in  strict  conformity  with  American  prec- 
edents creating  special  interests  in  Mexico,  arrogating  to 
ourselves  the  right  to  intervene  in  the  internal  affairs  of 
that  republic  without  menacing  its  independence,  when  the 
failure  of  its  government  to  maintain  law  and  order  en- 
dangers the  lives  and  property  of  Americans  residing  within 
their  own  territory,  or  when  our  improvident  neighbor  con- 
tracts debts,  that  through  inability  to  pay,  or  through  repu- 
diation, might  invite  foreign  occupation  of  her  territories. 

While  geographical  position  gives  to  Japan  such  special 
interests,  Japan  declared  she  had  no  desire  to  discriminate 
against  the  trade  of  other  nations  or  to  disregard  the  com- 
mercial rights  heretofore  granted  by  China  in  treaties  with 
other  Powers,  and  adheres  to  the  principle  of  the  so-called 


"open  door"  or  equal  opportunity  for  commerce  and  in- 
dustry in  China.  It  is  specially  noticeable  that  the  under- 
standing makes  no  reference  to  railway  agreements  but 
is  confined  solely  to  equal  opportunity  in  the  commerce 
and  industry  of  China, 

The  principle  that  territorial  propinquity  creates  special 
relations  between  countries  particularly  in  contiguous  re- 
gions, as  applied  to  China,  has  a  double  edge.  In  this 
agreement,  the  American  Government  tacitly  admits  the 
same  special  interests  of  Great  Britain  in  Tibet,  Szechuan 
and  Western  Yunnan,  of  France  in  South  China  and  of 
Russia  in  Manchuria,  Mongolia  and  Chinese  Turkestan,  as 
long  as  the  door  of  equal  opportunity  remains  open  to  the 
commerce  and  industry  of  all  nations.  If  the  special  in- 
terests of  these  Powers  require  safeguarding  through  the 
control  of  strategic  or  other  railways,  then  the  principle 
must  be  accepted  in  the  same  manner  that  it  was 
originally  invoked  by  Russia  in  the  matter  of  the  Chinchow- 
Aigun  line,  by  Great  Britain  in  Tibet,  and  now  being  inter- 
preted by  Japan  to  safeguard  her  strategic  position  in  Man- 
churia. The  special  interests  of  Japan  demand  that  no 
other  Power  shall  lend  money  to  China  for  the  establish- 
ment of  a  Chinese  naval  base  in  the  province  of  Fukien 
opposite  the  island  of  Formosa.  It  becomes  a  menace  to 
her  strategic  position.  Railways,  other  than  French,  in 
the  island  of  Hainan  or  the  provinces  bordering  on  Indo- 
China  become  a  strategic  menace  under  certain  conditions 
to  the  French  position.  A  Belgian  line  that  carries  Rus- 
sia to  the  mouth  of  the  Yangtsze,  and  admits  her  into 
Szechuan,  becomes  a  decided  menace  to  the  British  posi- 
tion. The  situation  is  analgous  to  the  American  doctrine 
prohibiting  foreign  concessions  to  harbors  in  Lower  Cali- 
fornia which  might  become  a  strategic  menace  to  our  own 
special  interests  in  contiguous  territories. 

As  long  as  the  United  States  controls  the  Philippines 
the  doctrine  also  recognizes  that  she  has  certain  special 
interests,  though  somewhat  attenuated  due  to  the  fact  that 
the  parts  of  China  adjacent  to  these  possessions  are  fully 
protected  by  the  French,  British  and  Japanese  special 
policies.  American  propinquity  in  the  Philippines  can 
therefore  only  cover  commercial  and  industrial  rights. 

As  the  various  agreements  and  understandings  of  the 
Powers  with  China  all  recognize  her  sovereignty  and 
ownership    of    railway    lines    within    these    well    defined 
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spheres,  the  American  Government,  to  all  appearances, 
has  given  its  full  approval  to  these  special  interests  in  the 
one  matter  which  is  at  all  important.  In  this  respect,  the 
Lansing-Ishii  agreement  is  a  distinct  recognition  on  the 
part  of  the  United  States  of  spheres  of  inter.est?  arising 
from  propinquity  and  the  right  of  the  Powprs  to  &pe.cial 
railway  privileges  within  these  limits  as  long  a^  the  iiiies 
remain  the  property  of  the  Chinese  Government  and  are 
operated  for  its  benefit.  Thes;  special  railway  rights  can- 
not be  eliminated  by  Americans.  We  created  the  precedent 
in  the  Hukwang  Loan  for  international  acceptance  of  in- 
definite promises  by  insisting  on  the  validity  of  the  in- 
formal note  of  Prince  Ching  in  order  to  consolidate  our 
own  position.  We  cannot  destroy  the  structure  so  carefully 
erected  by  the  other  Great  Powers  in  their  respective 
spheres  and  leave  the  handiwork  of  Belgium  untouched. 
Belgium  has  no  spheres  of  influence,  yet  her  railway  rights 
constitute  a  direct  menace  to  Great  Britain  and  Japan  by 
reason  of  her  close  alliance  with  Russia.  It  would  ap- 
pear, therefore,  that  the  position  of  Japan  in  respect  to 
her  strategic  railways  in  Manchuria  is  impregnable.  The 
sovereignty  of  the  Chinese  Government  is  fully  recognized. 
The  concessions  were  granted  by  the  Chinese  authorities  and 
they  are  to  be  carried  out  under  Chinese  Government  loans 
and  operated  for  China's  benefit.  All  within  the  letter  of 
the  Lansing-Ishii  agreement  and  in  strict  harmony  with 
the  most  approved  methods  of  other  great  Powers  in  China. 
Japan,  however,  was  determined  to  further  consolidate 
her  position  by  receiving  the  unqualified  approval  of  the 
Chinese  to  the  1915  treaties.  The  methods  employed  may 
be  open  to  criticism  because  of  the  internal  situation  in 
China.  The  corrupt  military  oligarchy  at  Peking  was 
acknowledged  by  the  Powers  as  the  de  facto  government. 
It  needed  money.  The  Allied  Powers  were  unable  to  sup- 
ply the  funds.  The  United  States  was  given  every  oppor- 
tunity to  dominate  the  situation.  Its  bankers  could  not 
carry  out  the  loans  contracted  for.  Japan  came  to  the 
rescue.  It  may  have  been  all  wrong.  Japan,  however,  had 
her  own  axe  to  grind.  She  wanted  certain  concessions. 
She  was  willing  to  pay  any  price  to  any  government  that 
could  grant  them.  On  September  24,  1918,  the  de  facto 
Chinese  Government,  through  its  Minister  at  Tokio,  accepted 
the  Japanese  proposals  relating  to  the  disposition  of  the  Ger- 
man rights  in  Shantung  and,  in  addition,  entered  into  pre- 
liminary agreements  for  the  construction   of  the  Tsinan- 
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Shunteh  and  Kaomi-Hsuchow  lines  and  four  railways  in 
Manchuria  and  Mongolia.  To  clinch  the  matter,  the 
Chinese  accepted  an  advance  of  20,000,000  (gold)  dollars 
on  the  loans  for  the  construction  of  these  lines.  Japan 
had.  ni],ally  secured  the  rights  which  protected  her  posi- 
,tion  .on  all  sieves.  Compare  this  generous  treatment  with 
the  agreement  signed  by  China  with  the  Russo-Asiatic 
Bank,  for  the  northern  Manchurian  lines,  designed  by  Rus- 
sia to  crush  Japan.  When,  after  accepting  the  advance 
on  the  loans,  the  Chinese  appeal  to  Americans  to  assist  in 
having  the  contracts  annulled  because  of  their  having  been 
signed  at  a  time  when  the  nation  was  engaged  in  "civil 
war,"  and  have  refrained  from  any  criticism  or  attack  upon 
the  Russian  contract  for  the  northern  lines,  they  again 
supply  the  evidence  that  for  all  practical  purposes  they  are 
still  allied  with  Russia  against  Japan  and  therefore  against 
Great  Britain. 

The  Japanese  then  received  a  promise  from  the  Chinese 
Minister  of  State,  who  had  authorized  the  above  agree- 
ments, that  the  Shantung  question  would  not  be  raised  at 
the  Peace  Conference,  that  the  two  Delegations  would 
work  in  complete  harmony.  The  story  was  told  in  Paris 
(after  the  decision  went  against  China)  as  coming  from 
the  highest  authority,  that  when  Minister  Liu  Cheng- 
Hsiang  announced  his  intention  of  visiting  Tokio  en  route 
to  the  Peace  Conference,  the  American  Minister  at  Peking 
employed  threats  to  dissuade  him  from  his  purpose.  The 
inference  was  that  China  had  to  follow  the  American  lead, 
or  suffer  the  penalty,  through  loss  of  financial  assistance. 

The  rest  of  the  story  is  recent  history.  The  American 
Delegation  refused  to  face  the  facts.  They  determined 
to  rest  their  case  on  the  Shantung  issue  because  of  its  im- 
mediate bearing  on  the  Peace  Treaty  with  Germany.  They 
went  dead  against  a  combination  compromised  by  many 
pacts  and  understandings  to  respect  each  other's  special 
interests  in  China.  If  one  fell  they  all  fell.  The  Chinese 
delegates  were  led  astray.  Had  it  not  been  for  American 
optimism  and  obstinacy,  the  Chinese  would  never  have 
concentrated  their  fire  on  Japan.  The  Chinese  Foreign 
Minister,  head  of  the  Delegation,  had  promised  to  co- 
operate with  Japan,  but  was  over-ruled  and  out-voted  by 
his  younger  colleagues,  who  reposed  implicit  faith  in  the 
triumph  of  American  ideals.  The  old,  tried  and  skilled 
diplomat  was  forced  to  bow  to  the  advice  of  men  he  had 
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trained.  The  younger  element,  all  American  college  gradu- 
ates, refused  to  be  guided  by  prudence  or  expediency.  They 
had  blind  faith  in  the  triumph  of  ideals.  The  advice 
from  Secretary  Lansing  and  the  President  to  employ  no 
American  advisers  prohibited  the  Chinese  from  seeking 
assistance  outside  the  close  group  of  administration  ex- 
perts. The  official  American  experts  saw  the  situation  only 
through  Chinese  spectacles.  Other  experts,  whose  opinions 
coincided  with  the  official  set,  were  superfluous.  Those 
whose  information  conflicted  with  the  fixed  policy  were  not 
experts ;  they  were  simply  a  nuisance.  It  was  a  close  cor- 
poration to  oust  Japan  from  Shantung  and  discredit  her 
in  the  eyes  of  the  world.  The  end  was  certain.  The 
Americans  lost  out  and  carried  the  Chinese  down  to  de- 
feat because  of  their  indifference  to  fundamental  truths, 
and  adherence  to  an  obsolete  and  unworkable  policy. 
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PART  II 


XVIII 

THE  PROBLEM  OF  ASIA 
THE  MENACE  OF   RUSSIA 

"Approac'h  as  near  as  possible  to  Constantinople  and 
India.  He  who  establishes  himself  in  these  two  places  will 
be  the  true  sovereign  of  the  world."  These  are  not  the 
words  of  a  German  strategist,  but  the  legacy  of  advice 
that  Peter  the  Great  bequeathed  to  his  successors ;  a  legacy 
that  was  followed  out  to  the  letter. 

"The  more  powerful  Russia  becomes  in  Central  Asia. 
the  weaker  does  England  become  in  India,  and.  conse- 
quently, the  more  amenable  in  Europe."  said  General 
Sobolev.  Russia  attempted  no  concealment  of  her  real  aim. 
India  was.  and  still  is.  to  Russians,  the  land  of  fabulous 
wealtli. 

"India,  is  the  key-stone  of  the  British  Empire;  without 
India,  the  Empire  would  cease  to  exist.  British  policy  in 
Asia  must  be  moulded  from  the  standpoint  of  its  etfect  on 
the  preservation  of  British  domination  in  India.  .  ,  .  The 
concession  of  a  port  upon  the  Persian  Gulf  to  Russia  by 
any  Power,  should  be  regarded  as  a  deliberate  insult,  to 
Great  Britain :  as  a  wanton  rupture  of  the  status  quo,  and 
as  an  intentional  provocation  to  war ;  and  he  should  impeach 
the  British  I\Iinister,  who  was  guilty  of  acquiescing  in  such 
a  surrender,  as  a  traitor  to  his  country."  said  Lord  Curzon. 
the  greatest  of  England's  Indian  Viceroys. 

In  these  two  quotations,  the  problem  of  Asia  is  laid 
before  us :  Russia's  open  determination  to  conquer  India, 
and  Britain's  tirm  resolve  to  defend  her  possessions.  The 
present  generation  forgets  that  twenty,  thirty  years  ago. 
Russia  was  the  menace  to  world  peace.  Russia  was  then 
running  amuck  throughout  Asia,  slaughtering,  devastating 
and  annexing  the  remnants  of  the  older  civilizations.     The 
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absorbed,  and  India  flaiiked     .  .:s  most  vulnerable  side. 


THE  MENACE   OF  RUSSIA, 

Reprinted  from  The  Far  Eastern  Review,  of  September,    1912. 

Illustrating  Russia's  Asiatic  Railway  Program. 

I  The  Russian  program  for  the  conquest  of  Asia  by  railway  is  olearty  illustrated  in  the  above  map.  The  solid  bl^ck  lines  show  the  projected  lines  for  the  domination  of  China.  The  importance  of  the  Centml  Asian  ejte-naton 
from  Kashgar  through  Lanchow,  Kaifeng  to  thp  port  at  the  mouth  of  thr  Yangtsze  River  and  the  line  shown  from  Kahjan  through  Trtiyiwin,  Sianfu.  Chengtu  to  Yunnan  and  the  French  /ndo-Chuio  railways  will  be  t-«adUy 
seen  tn  th^a  map.     It   will  disclose  the  enormous  Russian  pressure  that  mufit  come   upon  Japan's  flanks  in   southern  Ma/jwhuria.  as   well  as  the  relation  of    the  lines  to  Tibet. 

It  also  brinys   out  in  sharp  relief  the  relation  of  these  lines  to  Shantuna     indicating   hnv)   an   Allied  victory   with  Japan   excluded   would   have    brought     Russia   into    Tsingtoo  over  the  (rcrmnn   lines  and   mode  Japan's  position  on 
the  mainland  untenable. 


Caucasus  and  Trans-Caspia  were  conquered,  Merv  was 
annexed  and  the  legions  of  the  Czar  were  at  the  Gates  of 
Herat,  the  outwork  of  India.  With  Askabad  as  a  center,  a 
network  of  Russian  intrigue  was  spread  over  southern  Per- 
sia to  establish  the  Czar's  supremacy  on  the  Persian  Gulf 
and  the  Indian  Ocean  through  means  of  a  railway.  "In 
order  to  be  there  before  the  Germans,"  they  said.  Her  right 
to  such  concession  became  an  article  of  faith  on  the  banks 
of  the  Neva,  and  was  soon  evolved  into  a  sort  of  bureau- 
cratic Monroe  Doctrine.  Northern  Persia  was  brought  un- 
der the  influence  of  the  Czar  through  the  completion  of  the 
Trans-Caspian  railway. 

"Every  kingdom,  principality,  or  tribe  to  which  Russia 
has  extended  'protection,'  has  eventually  been  appropriated 
into  the  Muscovite  Empire.  Russia  has  seldom,  if  ever, 
permanently  retreated  from  any  spot  where  her  authority 
has  been  established."  Where  her  flag  is  once  raised,  it 
stays,  unless  hauled  down  by  superior  force.  "The  clew  to 
her  success  is  the  intefligent  ruthlessness  of  Russian  war- 
fare, when  warfare  must  be  waged.  When  she  sends  out  a 
punitive  expedition,  no  mercy  is  shown,  even  women  and 
children  being  sacrificed  in  order  to  further  her  aim  of  a 
complete  subjection.  Skobeleff  sounded  the  key-note  of 
Russian  policy,  when  he  said  "my  system  is  this — to  strike 
hard  and  keep  on  hitting  until  resistance  is  completely 
over;  then  at  once  to  form  ranks,  cease  slaughter,  and  be 
kind  and  humane  to  the  prostrate  enemy.  By  this  system, 
Russia  has  absorbed  more  territory,  assimilated  a  greater 
number  of  different  peoples,  and  fought  more  border  wars 
than  any  other  modern  nation,  and  in  the  whole  course  of 
her  ceaseless  march  there  has  never  been  a  single  uprising 
against  her  authority  once  that  authority  has  been  estab- 
lished. Russia's  methods  of  warfare,  her  showy  Asiatic 
magnificence,  her  iron  hand  under  the  velvet  glove,  impress 
the  Asiatic.  Her  methods  of  wholesale  slaughter  which 
broke  the  spirit  of  Central  Asia  is  claimed  by  Russians  to 
be  cheaper,  quicker  and  more  effective,  and  in  the  end,  the 
most  humane." 

By  this  system,  the  Russian  military  juggernaut 
crushed  out  the  life  of  the  little  peoples  of  Asia,  as  the 
first  step  toward  the  conquest  of  India.  Only  the  most 
determined  moves  on  the  part  of  England  halted  the  Bear  at 
the  Afghan  frontier  and  prevented  Persia  from  being 
absorbed,  and  India  flanked  on  its  most  vulnerable  side. 
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Caucasus  and  Trans-Caspia  were  conquered,  Merv  was 
annexed  and  the  legions  of  the  Czar  were  at  the  Gates  of 
Herat,  the  outwork  of  India.  With  Askabad  as  a  center,  a 
network  of  Russian  intrigue  was  spread  over  southern  Per- 
sia to  establish  the  Czar's  supremacy  on  the  Persian  Gulf 
and  the  Indian  Ocean  through  means  of  a  railway.  "In 
order  to  be  there  before  the  Germans,"  they  said.  Her  right 
to  such  concession  became  an  article  of  faith  on  the  banks 
of  the  Neva,  and  was  soon  evolved  into  a  sort  of  bureau- 
cratic Monroe  Doctrine.  Northern  Persia  was  brought  un- 
der the  influence  of  the  Czar  through  the  completion  of  the 
Trans-Caspian  railway. 

"Every  kingdom,  principality,  or  tribe  to  which  Russia 
has  extended  'protection,'  has  eventually  been  appropriated 
into  the  Muscovite  Empire.  Russia  has  seldom,  if  ever, 
permanently  retreated  from  any  spot  where  her  auth'ority 
has  been  established."  Where  her  flag  is  once  raised,  it 
stays,  unless  hauled  down  by  superior  force.  "The  clew  to 
her  success  is  the  intelligent  ruthlessness  of  Russian  war- 
fare, when  warfare  must  be  waged.  When  she  sends  out  a 
punitive  expedition,  no  mercy  is  shown,  even  women  and 
children  being  sacrificed  in  order  to  further  her  aim  of  a 
complete  subjection.  Skobeleff  sounded  the  key-note  of 
Russian  policy,  when  he  said  "my  system  is  this — to  strike 
hard  and  keep  on  hitting  until  resistance  is  completely 
over;  then  at  once  to  form  ranks,  cease  slaughter,  and  be 
kind  and  humane  to  the  prostrate  enemy.  By  this  system, 
Russia  has  absorbed  more  territory,  assimilated  a  greater 
number  of  different  peoples,  and  fought  more  border  wars 
than  any  other  modern  nation,  and  in  the  whole  course  of 
her  ceaseless  march  there  has  never  been  a  single  uprising 
against  her  authority  once  that  authority  has  been  estab- 
lished. Russia's  methods  of  warfare,  her  showy  Asiatic 
magnificence,  her  iron  hand  under  the  velvet  glove,  impress 
the  Asiatic.  Her  methods  of  wholesale  slaughter  which 
broke  the  spirit  of  Central  Asia  is  claimed  by  Russians  to 
be  cheaper,  quicker  and  more  eflfective,  and  in  the  end,  the 
most  humane." 

By  this  system,  the  Russian  military  juggernaut 
crushed  out  the  life  of  the  little  peoples  of  Asia,  as  the 
first  step  toward  the  conquest  of  India.  Only  the  most 
determined  moves  on  the  part  of  England  halted  the  Bear  at 
the  Afghan  frontier  and  prevented  Persia  from  being 
absorbed,  and  India  flanked  on  its  most  vulnerable  side. 
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Checked  temporarily  in  this  direction,  the  Russians 
swung  round  into  the  Pamirs.  The  Hindu  Kush,  the 
natural  boundary  of  India,  was  proclaimed  as  the  frontiers 
of  Russia  in  Central  Asia.  Chinese  Turkestan  was  brought 
under  the  influence  of  the  Czar;  the  Hi  district  remains 
Chinese  in  name  only.  Russian  agents  invaded  Tibet. 
Military  exploring  parties  disguised  as  scientific  expeditions 
swarmed  over  the  Roof  of  the  World  mapping  out  the 
passes  in  the  Himalayan  wall  through  which  the  hordes  of 
Russia  could  sweep  down  into  the  Garden  of  India.  Britain 
was  compelled  to  annex  Sikkim,  and,  when  the  emissaries  of 
the  Czar  won  over  the  Dalai  Lama,  was  again  forced 
to  act.  The  Younghusband  expedition  was  the  result,  and 
Tibet  forever  lost  to  China. 

Russia's  direct  advance  on  India  was  halted,  and  once 
more  she  started  to  clear  the  trail  for  another  flank  move- 
ment. Japan  was  deprived  of  the  fruits  of  her  victory 
over  the  Chinese;  the  traditional  enemies  of  England 
standing  solidly  together  to  further  the  designs  of  Russia. 
China  immediately  afterward  handed  over  to  Russia  what 
had  been  won  by  Japan  in  a  fair  test  of  strength.  The 
Chinese  Eastern  railway  concession,  with  its  clause  which 
opened  the  doors  of  Manchuria  to  the  armies  of  the  Czar, 
was  the  price  paid  for  ousting  Japan ;  the  South  Manchuria 
branch  and  the  lease  to  the  Liaotung  peninsula  followed. 
China  had  deliberately  brought  the  Bear  to  an  ice-free  port 
on  the  Pacific,  paving  the  way  for  the  Russian  conquest  of 
Korea,  the  undoing  of  Japan,  and  the  discomfiture  of  Great 
Britain.  Again,  England  moved  to  keep  in  strategic  touch 
with  her  avowed  enemy.  China,  responsible  for  the  Rus- 
sian demarche,  was  penalized  and  compelled  to  cede 
Weihaiwei  on  the  Gulf  of  Chili,  so  the  Lion  could  checkmate 
the  moves  of  the  Bear  across  the  strait  at  Port  Arthur. 
England  was  not  worrying  about  Germany  in  those  days. 
When  the  Kaiser  obtained  the  Kiaochao  lease,  England  at 
once  recognized  the  legitimacy  of  the  German  rights  in 
Shantung.  Britain  was  interested  solely  in  the  moves  of 
Russia. 

Russia  was  teaching  the  world  a  new  lesson.  "By  her 
forethought,  energy  and  fertility  of  resource,  she  led  the 
way  and  taught  the  Powers  how  to  conquer  by  railways. 
She  alone  recognized  how  much  more  valuable  are  communi- 
cations than  mere  army  corps ;  how  necessary  in  a  nation's 
affairs  is  a  fixed  plan.    Russian  railways,  made  by  Russians 
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for  Russia,  ran  straight  across  Asia  from  Moscow  to  the 
China  Sea,  from  Batoum  through  Trans-Caspia  to  the  west- 
ern gates  of  the  Chinese  Empire,  and  to  the  Herat  province 
— the  key  of  Afghanistan  and  the  outwork  of  India.  Both 
in  the  Far  East  and  Central  Asia,  the  Russian  railways  are 
to  be  gradually  carried  further  south — through  China  to 
the  Yangtsze  Valley,  and  through  Persia  to  the  Indian 
Ocean.  At  the  same  time,  she  is  pushing  her  feeder  lines 
southward  into  Europe's  sphere  of  influence  to  gain  a  com- 
manding influence  in  Turkey  and  Persia.  The  old  idea  of  a 
direct  invasion  of  India  has  been  for  the  time  being,  at 
least,  abandoned,  and  in  its  stead,  the  plan  has  been  adopted 
of  commanding  Central  Asia,  Persia  and  Afghanistan  by 
means  of  railways  and  of  reaching  India's  northeastern 
frontier  by  way  of  China.  Wherever  Russia  can  develop 
cultivation  she  will  provide  storehouses  for  the  time  when 
she  wishes  to  introduce  an  invading  army.  When  she  can 
develop  her  railway  systems,  she  will  have  the  means  of 
transport  ready  to  hand.  She  aims  at  recreating  the  fertility 
of  the  Central  Asian  steppes  and  thus  forming  fresh  bases 
for  further  advances."  Thus  wrote  Archibald  Colquhoun 
in  1900. 

Russia  did  nothing  by  halves ;  she  worked  on  a  big 
scale  with  fixed  objects  in  view.  "Run  back  over  Russia's 
far-sighted  and  patient  policy,  which  has  always  looked 
ahead  and  considered  the  needs  of  the  Russian  people  a 
century  beyond  the  present  moment,  and  perhaps  an  ex- 
planation will  spring  from  these  combined  considerations." 
Halted  on  all  sides  by  the  swift  and  certain  strokes  of 
British  diplomacy  backed  by  a  naval  supremacy  that  no 
one  Power  or  coalition  of  Powers  dared  to  question,  she 
resorted  to  subterfuge  to  accomplish  what  could  not  be  done 
openly. 

Once  again  Britain  scored  by  binding  Russia  through 
the  Scott-Muravieff  agreement  to  confine  her  activities 
north  of  the  Great  Wall  of  China,  and  again,  Russia  broke 
her  pledged  word  by  employing  Belgium,  operating  with  the 
financial  support  of  France,  to  extend  her  tentacles  toward 
south  China,  and  the  coveted  northeast  borders  of  India. 
"It  has  been  abundantly  proven  that  Russia's  pledges  were 
given  merely  as  a  matter  of  diplomatic  expediency  to  be 
broken  whenever  convenient."  Her  policy  was  to  take 
.advantage  of  the  slightest  opportunity  offered.  Merv  was 
annexed  when  England  was  busy  in  the  Soudan  ;  the  Central 
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Asian  railway  was  pushed  up  to  the  borders  of  Afghanistan. 
Tibet  nearly  fell  into  her  maw  during  the  Boer  war.  Man- 
churia was  occupied  during  the  Boxer  troubles,  and  Mon- 
golia declared  independent  when  China  was  in  the  throes 
of  a  revolution.     Russia  never  overlooked  a  trick. 

When  Russia  moved  in  Asia,  France,  her  Ally,  moved 
with  her.  France  was  helpless,  bound  to  Russia's  chariot 
by  chains  of  gold.  "Between  the  French  Republic  and  the 
Russian  Autocracy  exist  the  most  perfect  and  smoothly 
working  governmental  and  diplomatic  understanding  of 
modern  times.  It  is  a  singular  illustration  of  the  influence 
of  hatred  and  interest  in  making  a  combination  between 
two  peoples  unlike  in  temperament,  ideas,  and  methods. 
Their  alliance  was  born  of  their  common  fear  and  hatred 
of  Germany  and  England — of  the  numerous  conflicts  of 
German  and  English  interests  with  Russian  and  French 
interests.  And  so,  in  their  foreign  policy,  and  particularly 
in  their  Oriental  diplomacy,  they  might  almost  be  said  to 
work  as  one  government.  So  far  as  the  rest  of  the  world 
is  concerned,  French  diplomatic  agents  in  Asia  operate  in 
understanding  with  Russia;  and  the  reverse  is  also  true." 
These  are  the  words  of  Senator  Albert  J.  Beveridge  in  his 
book  on  the  "Russian  Advance"  written  in  1903.  Every 
mile  of  Russian  railways  in  Asia  was  built  with  French 
money ;  when  Belgium  entered  the  Chinese  field  on  behalf 
of  Russia,  French  capital  subscribed  to  eighty  per  cent,  of 
the  loan  issues. 

So,  when  England,  fighting  for  the  life  of  her  Empire, 
called  checkmate  time  and  again  to  Russia's  moves  on  the 
diplomatic  chess-board,  the  latter  turned  to  little  Belgium 
to  play  her  game  secretly.  Russia's  program  was  to  divide 
China  in  half  by  a  north  and  south  railway  that  would 
link  her  Manchurian  and  projected  Mongolian  systems  with 
the  lines  of  her  French  Ally  on  the  south,  and  so  bring  their 
armies  nearer  to  the  coveted  northeastern  frontiers  of 
India.  A  Belgian  syndicate  backed  by  French  capital  and 
in  partnership  with  the  Russo-Chinese  Bank,  obtained  the 
great  Peking-Hankow  railway  concession  after  the  Chinese 
had  solemnly  promised  Great  Britain  that  Russia  would 
not  be  admitted  to  participation  in  the  deal.  At  the  same 
time  the  Russian  combination  acquired  the  rights  to  the 
Chengtai  and  Pienlo  railways,  as  the  first  links  in  other 
grandoise  schemes  for  the  subjugation  of  China.  Again 
China  willfully  played  the  Russian  game  and  brought  her 
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another  lap  nearer  her  goal,  and,  once  more,  Britain  coun- 
tered and  compelled  China,  under  threat  of  an  ultimatum, 
to  concede  compensatory  damages,  that  would  enable  her 
to  hold  her  strategic  position  in  central  China  against  the 
onward  march  of  the  Bear.*  This  is  the  reason  underlying 
Britain's  demand  for  recognition  of  her  predominance  in 
the  Yangtsze  Valley.  It  is  her  one  bulwark  against  the 
slow,  cunning,  moves  of  Russia  to  oust  her  from  India  by 
an  attack  through  the  territories  of  China.  As  China 
cannot,  and  apparently  will  not,  defend  herself  or  preserve 
her  neutrality  and  guarantee  the  British  Empire  from 
attack,  her  territory  becomes  the  strategic  frontiers  of 
India;  England  must  dig  herself  in,  in  the  Yangtsze  regions. 

Once  more  England  called  check  by  placing  the  Yangtsze 
valley  between  India  and  the  Colossus  of  the  North.    Then 
the  Americans,  Kindergarteners  in  the  game  of  old-world 
diplomacy,  broke  into  the  field  and  thwarted  her  well  laid 
plans.     The  American-China  Development  Company,  hold- 
ing the  concession  for  the  southern  half  of  the  great  north 
and  south  trunk  railway  from  Hankow  to  Canton,  innocently 
permitted  the  Belgians  to  obtain  control  of  its  stock  in  the 
open  market,  and  were  about  to  step  aside  and  hand  over 
the    administrative   control,    when    the    fireworks    started. 
Russia  almost  attained  her  object.    Her  Belgian  agent  con- 
trolled the  line  from  Peking  to  Hankow,  and  the  Americans 
made  them  a  present  to  the  southern  half  to  Canton.    Is  it 
any  wonder  that  the  campaign  was  initiated  to  oust  the 
Americans,   and  the  British  press   clamored   for  the  sur- 
render of  the  concession?    Once  again,  the  British  position 
was  menaced,  and  again,  by  heroic  diplomatic  teamwork, 
they  obtained  a  hard  and  fast  option  on  the  rights  to  this 
line ;  a  right  they  have  not  sacrificed  in  its  internationaliza- 
tion under  the  Hukwang  Loan. 

While  her  Ally  and  Agent  were  carrying  her  plans  into 
execution   in   prohibited   spheres,   Russia   was   playing   an 


*The  set  determination  to  maintain  at  all  costs  her  strategic  position  is 
disclosed  in  the  curt,  concise  Instructions  to  the  Britisli  Ministei'  at  I'eking" 
when  the  truth  was  learned  as  to  the  Russian  participation  in  the  Belgian 
concession.  "You  are  authorized  to  inform  the  Tsung-Iji-Yamen,  that  un- 
less they  agree  at  once  (to  the  demands  for  compensatory  railway  rights) 
we  shall  regard  their  breach-of-faith  concerning  the  I'eking-Hankow  Rail- 
way as  an  act  of  deliberate  hostility  against  this  country,  and  shall  act 
accordingly.  After  consultation  with  the  Admiral,  you  may  give  them  the 
number  of  days  or  hours  you  may  think  proper  within  which  to  send  their 
reply."  There  was  no  trade  policy  in  .such  a  note.  It  breathes  the  spirit 
of  a  government  grimly  determined  to  resort  to  instant  hostilities  against 
the  deceitful,  corrupt  action  of  China  in  opening  her  doors  to  the  enemies  of 
England   in   order  to  facilitate  their  advance  upon   India. 
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energetic  game  of  her  own  in  the  north.  The  Boxer  uprising 
provided  her  with  the  opportunity  to  flood  Manchuria  with 
troops  and  entrench  herself.  Harbin  rose  like  a  boom  town 
on  the  broad  expanse  of  the  Manchurian  prairies  and  be- 
came the  Far  Eastern  capital  of  the  Czar,  the  strongest 
military  encampment  of  Eastern  Asia;  Port  Arthur  was 
hurriedly  transformed  into  an  impregnable  naval  base  and 
the  city  of  Dalny  created  over  night  like  an  Arabian  Night's 
Dream?  When  the  Allied  Powers  were  negotiating  the 
Boxer  terms,  Russia,  working  independently,  was  forcing 
China  to  sign  a  separate  secret  treaty  which  would  have 
clinched  her  domination  over  Manchuria  and  prohibited 
China  from  constructing  railways  in  any  of  her  provinces 
bordering  on  the  domains  of  Russia?  Again  England  had 
to  act  quickly  to  save  the  situation.  This  time  (October  6, 
1900)  she  entered  into  an  alliance  or  understanding,  not 
with  the  United  States  the  originator  of  the  Open  Door 
policy,  the  self-appointed  guardian  of  China's  integrity,  but 
with  Germany,  in  which  the  two  countries  were  to  stand 
together  to  oppose  Russia's  covert  attempt  to  take  advantage 
of  the  situation  for  selfish  ends.  Again,  China  was  about 
to  play  the  Russian  game  and  sign  the  secret  treaty.  Only 
under  pressure  from  the  other  Powers,  did  she  finally  make 
known  the  extent  of  Russia's  demands.  Backed  by  their 
zupport,  she  refused  to  sign  and  Russia  withdrew. 

Harassed  and  beset  on  all  sides  in  Asia  through  the 
activities  of  the  coalition  seeking  to  undermine  her  position 
in  India,  and  handicapped  through  the  incompetency  and 
inability  of  China  to  protect  her  territories  against  the 
menace  from  the  North,  Great  Britain  threw  her  fortunes 
in  with  Japan,  and  in  1902  signed  an  alliance  with  the  rising 
Oriental  Power.  This  combination  of  Democracy  with  an 
Oriental  Autocracy  has  been  severely  criticised  and  con- 
demned, but  an  impartial  study  of  the  diplomatic  game  in 
Asia  will  fully  justify  its  necessity.  The  gold  of  Republican 
France  was  supplying  the  motive  power  for  the  Autocratic 
Russian  abattoir  in  Asia,  and,  secretly  encouraged  by  Ger- 
many, the  combination  on  one  side,  was  bent  on  absorbing 
Persia  in  order  to  attack  India,  and  on  the  other,  snuflfing 
out  the  independence  of  Korea  as  the  first  step  in  the 
throttling  of  Japan.  Britain  was  isolated.  The  great 
White  Powers  of  Europe  were  combined  against  her.  The 
instinct  of  self-preservation  threw  Britain  and  Japan 
together  against  a  common  enemy.     It  may  have  been  an 
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unholy  alliance ;  it  was  probably  a  mistake  from  many 
angles,  but  from  the  viewpoint  of  practical  diplomacy  it  was 
absolutely  justified,  and,  harp  as  we  may,  it  stands  as  the 
one  guarantee  of  a  permanent  peace  in  the  Far  East,  the 
one  formidable  check  to  the  never  changing  policy  of  Russia, 
the  only  effective  answer  to  the  unholy  alliance  between 
Republican  France  and  Autocratic  Russia,  and  the  one  safe- 
guard for  the  defense  of  the  British  Empire  and  the  future 
existence  of  Japan.  Once  again,  the  Open  Door  doctrine 
which  could  not  be  enforced,  or  relied  upon  to  check  Russia, 
had  to  give  way  to  a  more  practical  instrument  of  defense. 
The  alliance  worked,  it  accomplished  its  purpose.  Raising 
her  paw  from  the  vantage  point  presented  by  China  to  snuff 
out  the  life  of  Korea,  the  Russian  Bear  received  the  first 
set-back  in  her  long  and  bloody  career  of  annexation  of 
little  nations.  The  paw  came  down  upon  the  upraised 
bayonets  of  Nippon.  Discomfited,  sore,  surly  and  revenge- 
ful, Russia  withdrew  temporarily  from  South  Manchuria 
to  her  second  line  of  defense  north  of  the  Sungari,  still 
holding  her  ground  within  the  territory  of  neutral  China. 

Japan  was  compelled  to  fight  for  her  life.  Only  by  a 
superhuman  effort,  a  terrible  sacrifice  of  blood  and  treasure, 
was  her  independence  assured  and  the  menace  hurled  back 
to  the  frozen  fastnesses  of  the  north.  Who  was  to  blame? 
Japan  did  not  invite  the  war.  She  fought  China  ten  years 
previous,  and  imposed  terms  deemed  essential  for  her 
future  protection  against  aggression,  by  insisting  on  the 
cession  of  the  Liaotung  peninsula.  Japan  followed  the 
same  law  in  imposing  terms  upon  China  that  has  since 
been  followed  by  the  Great  Powers  in  their  peace  negotia- 
tions with  Germany.  This  insurance  against  attack  was 
denied  to  her  by  a  coalition  headed  by  Russia  intent  upon 
her  subjugation.  China  willingly  handed  over  to  Russia 
what  had  been  denied  to  Japan,  not  only  as  a  grateful 
present  for  services  rendered,  but  to  be  revenged  upon  her 
late  antagonist.  Russia  lost  no  time  in  pushing  her 
advantage.  Manchuria  was  flooded  with  troops.  Harbin, 
the  administrative  center  of  the  railway  system,  became  the 
Far  Eastern  military  capital  of  the  Czar.  From  this  van- 
tage point,  within  the  confines  of  China,  and  from  the 
strongholds  of  Port  Arthur  and  Dalny,  Russia  concentrated 
her  energies  toward  the  absorption  of  Korea  and  the 
annihilation  of  Japan. 

Before  the  Chino-Japanese  war  in  1895  it  may  be  said 
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that  Russia  had  no  army  in  the  East.  Not  until  work  began 
on  the  Chinese  Eastern  Railway  did  her  troops  begin  to  pour 
into  Manchuria.  The  Boxer  outbreak  in  1900  provided  an 
opportunity  and  at  least  60,000  were  marched  into  the 
province.  In  another  year  this  was  increased  to  over  150,- 
000  and  during  the  next  three  years  this  number  was 
doubled.  China  sat  by  fully  aware  that  her  territory  was 
to  become  the  scene  of  a  terrible  war.  Russia  was 
manoeuvring  to  extend  her  influence  over  Korea.  China 
had  gone  to  war  with  Japan  in  1895  over  Korea.  She  made 
no  move  to  oppose  Russia  operating  from  within  her  ter- 
ritory. China  cared  nothing  about  Korea  as  long  as 
vengeance  was  visited  upon  Japan.  Her  weakness,  venality, 
duplicity  and  playing  one  Power  off  against  the  other  to 
save  herself,  bore  its  fruit. 

And  when  the  terrible  sacrifice  was  completed ;  when 
the  two  armies  stood  face  to  face  in  the  bleak  desolate 
regions  of  the  Sungari,  far  from  their  bases  of  supplies; 
broken  and  unable  to  carry  on,  the  line  was  then  delimited 
which  marked  their  future  strategic  positions  within  the 
neutral  territory  of  China.  As  long  as  Russia  maintained 
her  position  in  Northern  Manchuria  and  held  Harbin  as 
a  base,  Japan  dared  not  withdraw.  To  have  retreated  and 
surrendered  her  strategic  footing  gained  at  such  a  terrible 
cost,  would  have  again  handed  over  the  fruits  of  victory  to 
Russia.  China  would  have  once  more  opened  the  flood  gates 
for  the  armies  of  the  Czar  to  return  to  Mukden,  to  Port 
Arthur  and  the  banks  of  the  Yalu. 

Russia  held  fast  to  her  strategic  position  in  Manchuria 
and  initiated  those  tremendous  preparations  for  a  war  of 
revenge  which  has  kept  the  Far  East  in  a  state  of  inquietude 
since  1905.  Hardly  had  the  ink  dried  on  the  Treaty  of  Ports- 
mouth, when  she  commenced  her  feverish  activities  to 
retrieve  her  lost  prestige  and  position  in  Asia.  Until  Japan 
was  humbled,  Russia  could  no  longer  safely  lord  it  over 
and  bully  the  tribes  and  peoples  of  Asia,  cowering  under 
the  despotic  rule  of  the  knout.  The  peace  treaty  stipulated 
that  the  Chinese  Eastern  Railway,  traversing  the  neutral 
zone  of  China,  could  not  be  employed  for  strategic  pur- 
poses. Vladivostok,  the  Primrosk,  and  the  Ussuri  regions, 
were  thus  cut  off  from  direct  military  contact  with  the 
rest  of  Siberia  and  Russia.  Her  eastern  strongholds  were 
isolated. 

The  war  had  been  lost  to  the  armies  of  the  Czar  because 
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they  tried  to  fight  it  at  the  end  of  four  thousand  miles  of 
single-track  railway,  with  their  base  of  supplies  in  European 
Russia,  and  the  line  of  communication  broken  during  the 
long  winter  by  the  frozen  expanse  of  Lake  Baikal.  Russia 
set  to  work  to  retrieve  her  mistakes.  Huge  appropriations 
were  at  once  made  for  the  construction  of  the  Amur  rail- 
way that  would  connect  Vladivostok  with  the  rest  of  the 
empire  through  Russian  territory.  This  circumvented  the 
clause  in  the  treaty  closing  the  Chinese  Eastern  railway  for 
strategic  purposes.  The  Trans-Siberian  line  was  double- 
tracked.  The  Circum-Baikal  link  was  completed.  Vladi- 
vostok was  strengthened  and  made  impregnable.  The 
Ussuri  region  was  colonized  from  southern  Russia  and  the 
country  criss-crossed  with  military  roads.  Trans-Baikalia 
was  opened  to  settlement.  Industries  were  created,  agri- 
culture encouraged  and  everything  done  to  make  this  region 
a  base  of  supplies  for  the  forthcoming  struggle.  Russia 
was  faithfully  carrying  out  the  policy  so  strikingly  pre- 
dicted by  Colquhoun  several  years  previous.  There  was  no 
mistaking  the  purpose  of  Russia. 

Japan  stood  amazed  at  these  preparations  for  revenge. 
She  was  almost  bankrupted  by  her  struggle,  yet  compelled 
at  all  hazards  to  keep  pace  with  the  activities  of  Russia. 
Her  armies  were  increased  time  and  again,  she  hypothe- 
cated her  last  resources  to  strengthen  her  position.  This 
is  the  sole  reason  for  her  militarism ;  obeying  the  same  law 
of  self  preservation  that  compels  Britain  to  maintain  her 
naval  supremacy  and  France  her  military  organization. 
Japan  may  be  a  military  nation,  she  may  have  faithfully 
copied  and  admired  the  German  system,  but  this  does  not 
warrant  the  accusation  that  she  is  on  conquest  bent.  If 
Japan  goes  to  sleep  and  listens  to  the  siren  song  of  the 
pacifists,  her  national  existence  would  not  be  worth  a  mo- 
ment's consideration. 

Because  of  China's  weakness,  corruption,  inability  to 
defend  her  own  or  her  neighbor's  territory,  and  the  venality 
of  her  statesmen  who  admitted  Russia  into  Manchuria, 
Japan  was  compelled  to  fight  one  terrible  war  for  inde- 
pendence. To  preserve  this  dearly  bought  security,  she  was 
again  forced  through  the  inexorable  exigencies  of  the  mili- 
tary situation  in  Manchuria  to  violate  her  pledged  word 
and  annex  Korea  and  maintain  her  strategic  foothold  within . 
China's  territory.  Korea  borders  on  the  Maritime  Prov- 
inces of  Russia,  off"ering  a  free  and  unobstructed  passage 
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to  the  armies  of  the  Czar  when  again  ready  to  move  against 
Japan.  The  snuffing  out  of  Korea's  independence  which 
constitutes  one  of  the  tragedies  of  recent  years,  was  inevit- 
able. If  Japan  had  not  stepped  in  and  annexed  the  penin- 
sula, nothing  would  have  prevented  Russia  from  seizing  the 
first  opportunity  of  occupying  the  territory  as  a  base  for 
her  operations  against  Japan.  If  Japan  had  meekly  given 
up  her  position  in  Manchuria  and  respected  the  independ- 
ence of  Korea,  she  would  simply  have  invited  her  own  sub- 
jection ;  she  would  have  committed  hari-kari. 

"The  rights  of  smaller  and  weaker  nations  fade  away 
and  disappear  when  their  governments  through  incom- 
petency, corruption  and  general  ineptitude  endanger  the  life 
of  stronger,  better  organized  and  developed  states."  The 
national  life  of  Mexico  would  be  snuffed  out  in  a  twinkling, 
if  her  present  disorganized  condition  was  ever  employed 
by  Germany  or  any  other  Power  as  the  bridge  over  which 
our  own  independence  was  threatened  or  attacked.  One 
such  lesson  is  enough  for  any  virile  nation.  As  long  as  Rus- 
sia holds  Northern  Manchuria  and  the  Primorsk,  Japan 
must,  in  self  defense,  dig  herself  in  in  the  south.  It  is  the 
punishment  that  China  is  now  receiving  for  her  double 
dealing,  and  the  price  Korea  pays  for  her  continued  dis- 
organization and  intrigues  which  invited  her  absorption 
by  Russia. 

Let  us  return  to  the  chessboard.  Russia  very  naturally 
attributed  her  defeat  to  the  strong  support  tendered  to 
Japan  by  Great  Britain.  She  bided  her  time  and  awaited 
the  opportunity  that  was  sure  to  come.  Then  the  Ameri- 
cans blundered  into  the  labyrinth  of  Far  Eastern  politics 
by  proposing  the  neutralization  of  the  Manchurian  railways, 
ignoring  the  tremendous  struggle  for  Empire  that  was  go- 
ing silently  on  in  the  depths  of  Asia.  The  story  of  how  this 
was  coldly  rejected,  is  fresh  in  the  memory  of  all.  Then, 
finding  someone  she  could  play  off  against  the  others,  China 
utilized  the  Americans  to  break  the  hold  of  Russia  and 
Japan  in  Manchuria  by  conceding  to  the  American  Group 
an  agreement  for  financing  the  Chinchow-Aigun  railway. 
It  was  a  foregone  conclusion  that  it  would  be  blocked,  but 
sympathy  for  China  caused  the  altruistic  Americans  to  take 
over  the  rights,  and,  by  bringing  in  a  British  contractor 
to  construct  the  line,  hoped  to  win  over  Great  Britain.  The 
line  was  aimed  at  Japan's  position,  and  it  was  hoped  the 
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British  interests  would  influence  British  oflScial  support  and 
take  the  ground  from  under  Japan's  opposition.   • 

Who  defeated  this  scheme,  which,  on  its  face,  was  a 
legitimate  enterprise,  well  within  the  treaty  rights  of  the 
United  States  to  undertake  and  the  sovereign  power  of 
China  to  initiate?  It  was  not  Japan.  Backed  by  the  full 
weight  of  French  diplomacy,  Russia  emphatically  refused 
to  permit  its  construction,  applying  the  principle  that  any 
Chinese  railway  that  touched  or  paralleled  her  boundaries 
became  a  strategic  menace  to  her  military  position.  Russia 
went  back  to  the  principle  that  she  tried  to  force  upon  China 
at  the  time  of  the  Boxer  troubles.  The  Chinchow-Aigun 
railway  opened  up  a  new  line  of  communication  from  the 
south  aimed  at  the  heart  of  her  Amur  region,  a  highly 
important  military  alley  that  would  fall  into  the  hands  of 
Japan  at  the  first  sign  of  renewed  hostilities.  Under  the 
terms  of  the  Portsmouth  Treaty,  Russia  was  prohibited 
from  employing  the  Chinese  Eastern  line  for  military  pur- 
poses. The  new  Amur  railway  then  under  construction, 
constituted  her  only  line  of  communication  within  her  own 
territory  connecting  Vladivostok  and  the  Maritime  regions 
with  the  rest  of  the  Empire.  With  the  Chinese  Eastern 
line  closed  to  military  movements,  the  proposed  new  Chin- 
chow-Aigun line  therefore  opened  a  clear  and  unobstructed 
passage  for  the  armies  of  Nippon  to  strike  at  the  most  vital 
point  in  her  new  line  of  defense.  In  the  event  of  Japan 
reaching  the  banks  of  the  Amur,  the  whole  Russian  Empire 
east  of  Baikal  would  be  at  her  mercy.  Naturally,  Russia, 
who  thinks  only  in  terms  of  military  strategy,  stubbornly 
refused  to  budge  from  her  position.  Her  attitude  was  con- 
strued at  the  time  as  anti-American,  and  many  other  sur- 
mises were  advanced  to  explain  her  position,  but  the  afcove 
is  the  correct  interpretation  of  her  opposition.  Japan  was 
willing  enough  for  the  line  to  be  constructed,  provided  she 
was  permitted  to  participate,  but  this  was  rejected  by  China 
and  America.  It  was  Russia,  and  Russia  alone,  who 
blocked  the  concession.  She  called  checkmate  to  England, 
and  in  so  doing,  established  the  principle  that  China  cannot 
construct  railways  within  her  own  boundaries  which  might 
become  a  strategic  menace  to  her  neighbors.  The  other 
great  Powers  did  not  violently  oppose  the  imposition  of  the 
new  doctrine,  clearly  foreseeing  that  the  time  would  arrive 
when,  because  of  the  continued  weakness  of  China,  they 
would  be  compelled  to  invoke  the  same  principle  in  defense 
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of  their  own  interests.  The  United  States  was  the  only 
nation  whose  interests  in  any  way  suffered,  and  then  only 
in  the  loss  of  prospective  profits  from  furnishing  the  loan  of 
$40,000,000,  or  a  possible  loss  to  our  bankers  of  approxi- 
mately one  million  dollars. 

Russia  then  sat  back  and  awaited  the  next  move.  This 
came  with  the  Chinese  revolution,  providing  the  ever 
watchful  Bear  with  another  opportunity  to  shove  his  paw 
deep  into  the  Chinese  honey-pot,  Mongolia  was  declared 
independent  and  brought  under  Russian  influence.  The 
continued  weakness  and  incompetency  of  the  Chinese  in- 
vited this  rape  of  their  territory.  The  strategic  position 
of  Russia  was  strengthened.  The  Cossack  was  brought  to 
the  Great  Wall  and  Japan's  position  in  south  Manchuria 
outflanked.  The  weakness  of  China  was  again  paving  the 
way  to  the  undoing  of  Japan.  The  amputation  of  Mon- 
golia was  simply  another  strategic  move  on  the  great  chess- 
board of  Asia  which  permitted  Russia  to  set  at  naught  the 
watchful  preparations  of  Japan  and  facilitate  a  flank  attack 
on  her  position  from  the  west  and  southwest.  Russia  again 
moved  rapidly.  No  sooner  had  Mongolia  been  declared  inde- 
pendent, and  the  Hutuktu  and  his  Lama  ministers  bound 
hand  and  foot  through  the  terms  of  a  treaty  recognizing 
Russia's  protectorate,  than  negotiations  were  opened  in 
Paris  for  the  immediate  financing  of  railway  lines  within 
the  new  state,  under  a  Russian  guarantee  as  to  principal  and 
interest  on  the  loans.  This  told  the  other  interested  Powers 
that  Russia  was  again  starting  her  plan  of  conquest  or  an- 
nexation by  railways,  leading  up  to  the  complete  absorption 
of  Mongolia.  This  Russian  move  forced  Japan  to  extend 
her  activities  into  Inner  Mongolia.  Here  we  have  the  sole 
reason  for  Japanese  military  operations  in  these  regions ; 
the  compelling  motive  influencing  Japan  to  embrace  this 
region  within  her  sphere  of  interest.  If  Japan  refrains 
from  pushing  her  influence  deep  into  Inner  Mongolia,  Russia 
will  employ  the  territory,  when  the  time  is  ripe,  to  strike 
at  Japan  in  Manchuria  from  her  most  vulnerable  side.  Once 
Russia  gained  the  whip-hand  in  Mongolia,  she  applied  her 
pet  policy  of  closing  the  country  to  railway  construction 
and  Chinese  colonization.  Mongolia  became  a  closed  sphere, 
nominally  independent  under  the  suzerainty  of  China;  in 
reality,  another  hidden  empire  to  screen  the  forward  moves 
of  Russia  toward  her  goals  in  India  and  Japan;  a  land 
that  the  Yellow  Man  might  not  live  in.      The  rest  of  the 
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world  slept.  The  Czar  was  advocating  World  Peace,  his 
Ministers  were  preparing-  for  war.  Russian  policy  never 
changes.    She  again  scored. 

Let  us  return  to  the  situation  in  Tibet.  The  Younghus- 
band  expedition  was  sent  to  Lhasa  in  1904,  ostensibly  be- 
cause of  a  failure  on  the  part  of  China  to  comply  with  the 
trade  regulations  agreed  upon  in  1893,  in  reality,  to  fore- 
stall Russia.  As  a  result  of  the  occupation  of  the  sacred 
capital  of  Bhuddism,  the  Lama  Hierarchy  was  forced  to 
sign  a  treaty  providing  for  the  non-alienation  of  Tibetan 
territory  to  any  foreign  Power;  the  prohibition  of  foreign 
intervention  in  its  affairs;  the  exclusion  of  all  political  agents 
or  representatives;  the  interdiction  of  the  revenues  of  the 
country  being  mortgaged,  and,  finally,  closing  the  door  to 
railway,  mining  and  other  development  concessions.  To 
this  agreement,  China  was  forced  to  assent  in  1906.  Russia 
also  reluctantly  accepted  the  accomplished  fact  and  entered 
into  an  agreement  with  Great  Britain  to  recognize  the 
above  conditions.  Tibet  was  converted  into  a  water-tight 
compartment,  a  buffer  state,  created  to  protect  India  against 
the  forward  march  of  the  Bear.  Britain  scored.  During 
the  revolution  of  1912,  the  Chinese  were  driven  out  of  Tibet, 
and  on  January  11,  1913,  her  independence  was  declared  by 
concluding  a  treaty  with  the  Hutuktu,  the  ruler  of  Mongolia, 
who  had  passed  under  the  thumb  of  Russia.  In  this,  Russia 
scored,  compelling  Great  Britain  to  call  upon  China  for  the 
negotiation  of  a  new  agreement  concerning  Tibet. 

The  struggle  for  Empire,  for  control  of  India,  assumed 
a  new  phase  with  the  return  of  Russia  during  the  Chinese 
Revolution.  Checked  in  her  frontal  march  upon  India 
through  Tibet,  Russia  again  retreated  into  the  background 
and  employed  her  Belgian  agent  and  French  financial 
partner  to  open  up  an  oblique  road  through  China.  The 
Belgians  appeared  on  the  scene  during  the  revolution,  and 
one  of  their  first  transactions  was  to  advance  a  loan  secured 
on  the  Kalgan  railway,  a  line  that  Russia  had  kept  her  eyes 
on  for  many  years,  the  only  pass  through  the  mountain  wall 
between  China  proper  and  Mongolia.  Again  Russia  scored 
and  circumvented  the  Scott-Muravieff  understanding,  and 
Britain  countered  by  having  the  Belgian  loan  absorbed  into 
the  general  Reconstruction  Loan  advanced  by  the  Con- 
sortium. When  Russia  was  admitted  into  the  Consortium 
the  Belgian  syndicate  appeared  as  the  oflncial  Russian  Group. 
One  of  these  Belgian  syndicates  then  obtained  the  conces- 
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sion  for  the  great  trunk-line  from  the  sea  at  Haichow  to 
Lanchow  and  beyond  in  the  Kansu  Panhandle  ;  the  centuries- 
old  highway  into  Central  Asia.  This  was  the  first  half  of 
the  great  trans-Asian  line  which  would  ultimately  connect 
with  the  Russian  system  in  Central  Asia.  The  original 
deep-water  terminus  at  Haichow  was  then  shifted  to  Tung- 
chow,  located  on  the  Yangtsze  River  near  its  mouth.  The 
Bear  was  at  last  in  the  Yangtsze,  squatting  on  the  north 
bank  and  twiddling  his  claws  at  the  discomfited  Lion  across 
the  river  at  Woosung.  Russia  had  not  only  sneaked  into 
the  Yangtsze  Valley,  but  had  set  at  naught  all  the  carefully 
laid  plans  of  Britain  in  Tibet,  by  flanking  this  territory  all 
along  its  northern  borders.  The  work  of  a  century  of 
British  diplomacy  and  foresight  was  being  wantonly  de- 
stroyed by  a  group  of  corrupt  Chinese  officials  selling  their 
country  piecemeal  to  the  Czar.  Britain  woke  up  with  a 
bang. 

Hardly  had  the  ink  dried  on  this  astounding  contract, 
when  the  Chinese  officials  capped  this  piece  of  diplomatic 
stupidity  by  handing  over  to  another  Belgian  syndicate, 
leagued  with  Russia,  the  concession  for  a  through  north 
and  south  trunk  line  connecting  Tatung  on  the  Mongolian 
border  with  the  city  of  Chengtu,  the  provincial  capital  of 
Szechuan,  commanding  the  natural  passes  from  China  into 
Tibet  from  the  east.  At  Chengtu  the  Russo-Belgo  combina- 
tion at  last  linked  up  with  the  lines  of  their  French  partner 
from  the  south.  The  dream  of  Empire  was  being  realized. 
Mongolia  had  been  cut  away  from  China,  and  hurried  steps 
were  being  taken  to  solidify  the  Russian  position  by 
means  of  new  railways  that  would  bring  the  armies  of  the 
Czar  down  to  the  exposed  western  flank  of  Japan  in  south 
Manchuria.  China  was  cut  in  half  from  east  to  west  by 
a  line  that  would  run  from  Central  Asia  to  the  sea  at  the 
mouth  of  the  Yangtsze,  paralleling  the  northern  borders  of 
Tibet  and  creating  a  southern  military  boundary  for  Mon- 
golia. From  north  to  south  China  was  split  in  twain  by  the 
Tatung-Chengtu-Yunnan-Yamchow  combination  command- 
ing the  principal  roads  and  passes  into  Tibet  from  the  east 
and  northeast.  This  line  would  bisect  the  east  and  west 
line  and  the  two  merge  into  one  in  the  fertile  Wei  River 
Valley,  the  cradle  of  China's  civilization.  Sianfu,  the  ancient 
capital  of  China,  would  become  the  central  base  of  future 
Russian  operations.  The  implements  for  choking  the  life 
out  of  India,  through  control  of  Tibet  had  been  forged.     At 
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every  step  China  meekly  played  the  Russian  game,  willingly 
surrendering  the  use  of  her  teritory  to  menace  the  position 
of  Britain  in  India  and  exposing  Japan  to  the  mercy  of  the 
Czar.  Is  it  any  wonder  that  Japan  and  Great  Britain  came 
closer  together  for  the  protection  of  their  common  interests 
against  the  constant  blunders  of  a  corrupt  Chinese  official- 
dom? 

Great  Britain  had  no  choice  left  to  her.  She  closed  the 
Yangtsze.  She  announced  her  policy  so  that  all  the  world 
might  heed  the  warning.  There  is  no  mistaking  the  words 
of  Sir  Edward  Grey  in  his  memorable  speech  before  the 
House  of  Commons  on  July  10,  1914.  The  United  States 
Government  had  refused  to  go  beyond  words  in  its  inter- 
pretation of  the  Open  Door.  It  was  an  altruistic  doctrine 
that  could  not  be  enforced.  With  Britain  it  was  a  matter 
of  life  and  death,  and  no  matter  how  willing  she  was  to 
open  the  Yangtsze  Valley  to  all,  the  imbecility  of  the  Chinese 
Government  in  inviting  the  Russians  south  of  the  Great 
Wall  and  endangering  the  existence  of  the  British  Empire, 
compelled  her  to  discard  ideals  before  the  stern  necessity  of 
self  preservation. 

China  had  placed  herself  in  the  jaws  of  a  giant  Russian 
trap ;  she  sold  her  birthright  in  Manchuria,  Mongolia  and 
Hsinkiang  to  appease  the  insatiable  land-hunger  of  the 
Bear  and  achieve  her  revenge  upon  Japan.  She  had  become 
a  menace  to  herself,  a  formidable  danger  to  the  existence  of 
others.  When  Britain  announced  that  the  Yangtsze  Valley 
was  closed,  France  understood  that  the  play  was  over  and 
hurriedly  slammed  to  the  door  in  Kwangsi  and  Japan  later 
presented  the  Twenty-One  Demands  in  order  to  consolidate 
her  position  in  Manchuria  and  Inner  Mongolia. 

Not  only  were  India  and  Tibet  menaced  by  the  Belgo- 
Franco-Russo  strategic  railway  system,  but  by  Russia's 
occupation  of  Mongolia,  Japan's  position  on  the  mainland 
became  absolutely  untenable.  Reference  to  the  map  will 
clearly  show  that  the  main  Belgo-Franco-Russo  lines  all 
debouched  upon  Shantung,  enclosing  that  province  and 
Peking  in  a  giant  Russian  trap  and  handing  over  to  the 
armies  of  the  Czar  all  the  territory  north  of  the  Yangtsze 
Valley. 

We  can  now  understand  Japan's  determination  and  in- 
sistence upon  entering  the  war  to  oust  Germany  from 
Shantung.  She  simply  had  to  do  it.  If  Japan  had  re- 
mained neutral  or  semi-quiescent,  Russia  sooner  or  later, 
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would  have  insisted  upon  the  right  to  lay  siege  to  Tsingtao 
from  the  land  side,  sending  her  troops  through  Chinese 
territory  for  that  purpose,  or,  in  the  event  of  an  Allied 
victory  with  Japan  on  the  outside,  Russia  would  have 
claimed  the  German  rights  in  China  which  would  have  pro- 
vided her  strategic  railways  with  a  fine  ready-made  deep- 
water  terminus  at  Tsingtao,  instead  of  Tungchow  on  the 
Yangtsze.  And,  under  such  conditions.  Great  Britain  would 
have  been  compelled  to  yield  the  point  to  save  her  position 
in  that  region.  It  meant  another  step  forward  for  the  Bear 
in  Asia.  The  Central  Asian  Lung-Hai-Tatung-Chengtu  sys- 
tem would  have  found  its  northern  outlet  to  the  sea  over  the 
rails  of  the  Russo-Franco  Chengtai  line,  and  thence  over 
the  German  Shunteh-Tsinan  and  Shantung  railways  to 
Tsingtao.  The  Yangtsze  terminus  of  the  Lung-Hai  line 
would  have  been  diverted  to  Tsingtao  over  the  German 
Kaomi-Hsuchow  project. 

With    Russia    entrenched    in    Mongolia    and    northern 
Manchuria  and  heir  to  the  German  rights,  Japan  would 
have  been  completely  surrounded  and  compelled  to  with- 
draw defeated  and  humiliated  from  the  mainland  and  take 
her  last  stand,  make  the   last  fight  for  her   existence,   in 
Korea  or  the  Japan   Sea.     It  is  rather  tiresome  to  read 
all  the  "expert"   Chinese  and  foreign   surmises  as  to  the 
reasons  which  prompted  Japan  to  hurriedly  enter  the  war 
and  attack  the  German  stronghold  at  Tsingtao.     She  had 
no  choice  in  the  matter.     An  Allied  victory  from  which 
Japan  would  be  excluded  meant  the  domination  of  Shantung 
and  north  China  by  Russia  and  the  ruin  of  Japan.     Is  it 
any  wonder  that  Japan  stepped  immediately  into  the  Far 
Eastern   war   arena,   and   demanded   her   right  under  the 
terms  of  the  alliance  with   Great   Britain  to  assume  her 
share  of  the  burden?     It  is  asserted  by  some  writers  that 
Japan  entered  the  war  against  the  wishes  of  her  Ally.     On 
the  face  of  the  story,  it  is  incredible.     If  true,  it  indicates 
that  the  British  diplomats  who  tried  to  dissuade  her  from 
fighting  were  not  fully  acquainted  with  the  situation.     But 
even  if  the  improbable  story  is  true,  what  of  it?     Can  one 
nation  dictate  to  another  what  she  shall  or  shall  not  do 
when  her  existence  is  imperilled?     Japan  did  the  proper 
thing.     It   reflects   the   highest   credit   upon    her  military 
leaders  who  had  the  foresight  to  look  ahead  and  see  what 
an  Allied  victory  meant  with  Japan  on  the  outside.     In- 
stead of  heaping  abuse  upon  the  heads  of  the  Japanese  mili- 
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tary  leaders  and  accusing  them  of  entering  the  war  for  ter- 
ritorial expansion  in  pursuit  of  a  set  policy  of  imperialism, 
the  world  should  take  off  their  hats  and  bow  in  admiration 
to  the  superior  military  genius  of  men  who  knew  best  how 
to  safeguard  the  existence  of  the  empire  entrusted  to  their 
keeping.  Militarists  have  no  ideals.  Their  duty  is  to  de- 
fend the  nation  and  lay  plans  far  in  advance  for  any  pos- 
sible contingency.  The  Japanese  General  Staff  knew  what 
they  were  doing  and  have  seen  fit  not  to  take  the  world  into 
their  confidence. 

The  players  have  been  keenly  intent  upon  their  game 
during  the  war.  Great  Britain  has  taken  advantage  of  . 
exceptional  opportunities  to  drive  her  frontiers  and  influ- 
ence deep  into  Central  Asia  against  the  day  when  the  Bear 
will  once  more  start  upon  his  devastating  march.  The 
ideals  of  Democracy  may  prevail  in  Russia ;  again,  they  may 
not.  Britain  is  taking  no  chances  in  a  game  that  has  been 
going  on  for  over  a  century.  There  is  no  assurance  that 
Russia  will  not  take  it  up  where  she  left  off.  The  weak 
spot  in  Britain's  defense  of  India  has  been  strengthened. 
Persia  has  passed  away.  She  is  another  Egypt  under  the 
sole  protection  of  Great  Britain.  She  pays  the  penalty  of 
refusing  to  place  her  house  in  order  and  provide  protection 
to  the  British  Empire.  She  admitted  Russia  within  her 
gates ;  her  territory  was  used  as  a  base  for  the  future  attack 
upon  India.  There  may  be  oil  fields  in  Persia  that  the 
British  Government  is  determined  to  possess.  It  is  just  as 
well  to  permit  the  impression  to  gain  ground  that  this  is 
the  real  object  in  view,  but  a  weak,  vacillating  Persia  con- 
stantly intriguing  with  Russia  must  cease  to  be  a  menace 
to  India.  It  is  worthy  of  note  that  the  only  criticism  and 
opposition  to  Britain's  step  arises  from  France,  whose  loans 
made  possible  the  Russian  advances  in  that  country.* 

•  While  the  American  Senate  and  press  are  maligning-  Japan  for  her  attitude 
in  Shantung,  arid  worrying  over  principles,  her  British  Ally  is  working  over- 
time throwing  out  her  breastworks  in  other  parts  of  Asia.  Immediately 
following  the  notification  to  the  world  of  the  ratification  of  the  Persian 
treaty,  comes  the  announcement  that  Great  Britain  and  China  have  reached 
an  agreement  in  regard  to  Tibet.  The  report  is  dated  Peking.  August  18. 
and  says:  "Some  time  ago  the  Chinese  Foreign  Office  agreed  to  grant 
autonomy  to  Tibet  while  retaining  her  suzerainty  over  that  country;  and 
that  proposal  has  now  met  with  the  approval  of  the  British  Government,  it  is 
said.  China  will  be  relieved  of  the  burdensome  and  hitherto  impossible  task 
of  keeping  Tibet  in  order :  and  the  British  desire  for  the  maintenance  of 
Tibet  as  an  autonomous  buffer  stata  is  realized."  Just  so.  yet  we  have  the 
spectacle  of  the  Chinese  crying  out  to  heaven  against  Japan  and  intriguing 
in  the  United  States  to  save  her  from  her  follies,  while  at  the  precise  time, 
she  is  meekly  parting  with  her  sovereignty  over  Tibet.  In  other  words. 
Great  Britain  has  finally  counter  moved  against  Russia  in  Mongolia,  applying 
the  identical  tactics.  Tibet  is  declared  an  autonomous,  independent  state 
under  the  suzerainty  of  China,  and,  on  the  side,  Britain  has  separate  under- 
standings with  Tibet  which  places  the  newly  created  state  under  her  pro- 
tection. Just  like  Mongolia,  the  same  as  Persia  yet  not  a  whimper  from 
China,  not  a  note  of  protest  from  the  Chinese  intriguers  in  the  United  States 
bent  on  causing  trouble  between  this  country  and  Japan. 
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In  the  east,  Japan  is  desperately  trying  to  hold  down 
the  situation  and  extend  her  foothold  in  northern  Man- 
churia, Mongolia  and  Siberia.  She  has  taken  advantage  of 
every  opportunity  to  fortify  herself,  and  extend  her  front 
line  trenches  as  near  as  possible  to  the  coming  menace. 
What  could  not  be  done  with  shovels  and  trench  tools,  was 
accomplished  with  gold.  Russia  got  a  taste  of  her  own 
medicine ;  her  methods  were  turned  against  her ;  Japan 
purchased  every  right  the  corrupt  Chinese  mandarins 
would  part  with. 

China  needed  money;  lots  of  it.  There  were  railway 
loans  whose  principal  had  to  be  paid  off,  there  were  other 
obligations  falling  due,  and  an  immense  army  to  maintain, 
to  keep  the  clique  in  power.  To  obtain  funds  was  the  one 
and  only  reason  why  she  severed  relations  with  Germany. 
The  visions  of  huge  American  and  Allied  loans  to  build 
up  a  larger  army  brought  the  northern  military  leaders 
into  line  against  Germany  (their  good  friend),  and  the 
thought  of  all  this  wealth  being  handled  exclusively  by  the 
military  oligarchy  and  bandit  leaders  to  establish  them- 
selves more  firmly  in  power,  started  the  revolt  of  the 
so-called  Democratic  or  Parliamentary  party  of  China. 
"We  entered  the  war  in  response  to  the  invitation  of  Presi- 
dent Wilson  to  make  the  world  safe  for  Democracy,"  cry 
the  foreign  educated  Chinese  leaders  entrusted  with  the 
peace  negotiations  at  Paris.  But  the  representatives  of 
Old  China,  the  shrewd,  cunning,  corrupt  Mandarins,  who 
dominate  the  material  affairs  of  the  nation,  are  ignorant 
of  the  meaning  of  Democracy,  nor,  are  they  capable  of 
understanding  any  ideals  that  do  not  provide  for  the  filling 
of  their  pockets  to  maintain  themselves  in  power.  When 
the  big  loans  from  America  failed  to  materialize,  they  sold 
their  honor,  mortgaged  their  birthright  to  Japan,  who  had 
the  money  to  spare.  They  would  have  bargained  the  same 
way  with  Russia,  or  any  nation  that  could  have  loaned  them 
money  at  this  time. 

The  indignation  of  foreign  educated  Chinese  and  foreign 
sympathizers  with  China  is  now  poured  out  upon  Japan 
for  strengthening  the  position  of  the  north,  for  encouraging 
militarism  when  the  world  was  fighting  against  autocracy 
in  Europe.  Or,  as  one  writer  insists,  the  innocent  Chinese 
officials  were  corrupted  by  the  Japanese,  and  then  goes  on 
to  state  that  the  percentage  of  Chinese  officials  who  can  be 
corrupted  into  downright  treason  is  no  greater  than  in  other 
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countries.    To  read  this  defense  of  China  one  would  gather 
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The  weakness  and  inability  of  China  to  protect  her  capital  and  northern  approaches 
from  a  Russian  advance,  compels  Japan  to  step  i'lto  the  breach  for  he^r  oion  security.  Thr 
projected  railways  are  therefore  not  only  essential  for  the  protection  of  Japan's  po.tition, 
but  imprrative  for  the  defense  of  China.  They  s}wuld  be  constructed  at  once,  and  jointly  de- 
fended for  the  common  interests,  and,  as  the  first  move  to  a  deeper  penetration  of  MougoUa 
that  will  open  up  this  vast  empire  to  coloni::atinn  '',v  the  yelloiv  race. 

7Vf(,f  mcp  "■'??  also  show  the  eonipellini/  nronrc  behind  Japan's  entrance  into  the  war 
An  Allieil  vielort/.  wilh  Japan  on  the  onlsidc.  ivonld  have  ijiven  to  ftussia  the  riphts  held  by 
Cernianu.  The  h'u.\sian  .stnittair  railinn/  sjt.ifrni  vonld  hare  debotiched  npon  Shnntunp 
from  the  Shunlehfn-r.sinan  line  to  Tsinotao,  whilr  the  Central  Asian  trunk  line  wniiitt  have 
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countries.  To  read  this  defense  of  China  one  would  gather 
the  idea  that  the  Japanese  systematically  bribed  or  bought 
every  Chinese  official  who  entered  into  a  contract  with  them, 
when  nearly  every  deal  that  has  been  entered  into  by  China 
since  her  first  contact  with  the  foreign  money-lender,  has 
its  seamy  side,  and  when  it  is  a  well  established  fact,  that 
many  high  officials  are  specially  appointed  for  the  purpose 
of  raising  a  loan  that  will  permit  them  to  retire  and  make 
way  for  the  next  "deserving  Democrat."  To  assert  that  the 
Japanese  systematically  corrupted  the  Chinese  officials  dur- 
ing the  war,  is  to  excite  the  visibilities  of  these  who  under- 
stand recent  events  in  China,  and  leads  one  to  conjecture 
if  the  Americans  held  out  any  special  inducements  to  these 
innocent  Peking  officials,  when  they  sold  the  future  of  their 
people  in  the  terms  of  an  American  contract.  For  a  little 
exercise  of  common  sense  will  disclose  that  not  one  of  the 
Japanese  loans  or  concessions  concealed  such  a  treasonable 
surrender  of  the  rights  of  the  people,  as  the  American 
railway  contract  with  its  far-reaching  financial  terms.  To 
try  and  make  out  a  case  that  Japan  could  corrupt  a  set 
of  officials  who  had  previously  signed  away  the  future 
of  their  people  for  a  miserable  $500,000  advance  on  an 
American  contract,  is,  to  say  the  least,  a  poor  attempt 
to  whitewash  as  fine  a  set  of  crooks  or  simpletons  as 
ever  disgraced  public  office.  Such  a  line  of  reasoning  is 
pure  and  unadulterated  piffle.  Japan  did  what  any 
other  nation  placed  in  the  same  position  would  do 
under  the  same  circumstances.  The  Northern  and 
Southern  leaders  were  on  their  knees  begging  Japan  for 
money,  willing  to  mortgage  their  souls  to  obtain  ready  cash 
to  fight  each  other  with.  The  Northern,  or  militarist  gov- 
ernment, was  recognized  by  the  Powers — it  would  have  been 
just  the  same  to  Japan  had  it  been  Socialist,  Prohibitionist 
or  Bolsheviki — it  had  the  power  to  contract  loans  and 
hypothecate  resources.  Japan  simply  went  the  limit  in 
obtaining  control  over  rights  deemed  essential  to  her  future 
security  against  the  "come-back"  of  Russia.  She  did  her 
work  well.  She  has  confirmed  her  strategic  position  in 
Manchuria  and  Inner  Mongolia  by  a  definite  railway  agree- 
ment and  paid  down  $10,000,000  bargain  money  to  clinch 
the  deal.  She  loaned  funds  for  the  Peking-Kalgan-Suiyuan 
railway  and  obtained  an  option  on  the  future  financing  of 
this  strategic  line  of  the  Inner  Mongolian  defenses.  She 
has  outwitted  Russia,  planting  herself  squarely  across  the 
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In  the  east,  Japan  is  desperately  trying-  to  hold  down 
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countries.  To  read  this  defense  of  China  one  would  gather 
the  idea  that  the  Japanese  systematically  bribed  or  bought 
every  Chinese  official  who  entered  into  a  contract  with  them, 
when  nearly  every  deal  that  has  been  entered  into  by  China 
since  her  first  contact  with  the  foreign  money-lender,  has 
its  seamy  side,  and  when  it  is  a  well  established  fact,  that 
many  high  officials  are  specially  appointed  for  the  purpose 
of  raising  a  loan  that  will  permit  them  to  retire  and  make 
way  for  the  next  "deserving  Democrat."  To  assert  that  the 
Japanese  systematically  corrupted  the  Chinese  officials  dur- 
ing the  war,  is  to  excite  the  visibilities  of  these  who  under- 
stand recent  events  in  China,  and  leads  one  to  conjecture 
if  the  Americans  held  out  any  special  inducements  to  these 
innocent  Peking  officials,  when  they  sold  the  future  of  their 
people  in  the  terms  of  an  American  contract.  For  a  little 
exercise  of  common  sense  will  disclose  that  not  one  of  the 
Japanese  loans  or  concessions  concealed  such  a  treasonable 
surrender  of  the  rights  of  the  people,  as  the  American 
railway  contract  with  its  far-reaching  financial  terms.  To 
try  and  make  out  a  case  that  Japan  could  corrupt  a  set 
of  officials  who  had  previously  signed  away  the  future 
of  their  people  for  a  miserable  $500,000  advance  on  an 
American  contract,  is,  to  say  the  least,  a  poor  attempt 
to  whitewash  as  fine  a  set  of  crooks  or  simpletons  as 
ever  disgraced  public  office.  Such  a  line  of  reasoning  is 
pure  and  unadulterated  piffle.  Japan  did  what  any 
other  nation  placed  in  the  same  position  would  do 
under  the  same  circumstances.  The  Northern  and 
Southern  leaders  were  on  their  knees  begging  Japan  for 
money,  willing  to  mortgage  their  souls  to  obtain  ready  cash 
to  fight  each  other  with.  The  Northern,  or  militarist  gov- 
ernment, was  recognized  by  the  Powers — it  would  have  been 
just  the  same  to  Japan  had  it  been  Socialist,  Prohibitionist 
or  Bolsheviki — it  had  the  power  to  contract  loans  and 
hypothecate  resources.  Japan  simply  went  the  limit  in 
obtaining  control  over  rights  deemed  essential  to  her  future 
security  against  the  "come-back"  of  Russia.  She  did  her 
work  well.  She  has  confirmed  her  strategic  position  in 
Manchuria  and  Inner  Mongolia  by  a  definite  railway  agree- 
ment and  paid  down  $10,000,000  bargain  money  to  clinch 
the  deal.  She  loaned  funds  for  the  Peking-Kalgan-Suiyuan 
railway  and  obtained  an  option  on  the  future  financing  of 
this  strategic  line  of  the  Inner  Mongolian  defenses.  She 
has  outwitted  Russia,  planting  herself  squarely  across  the 
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path  of  the  Bear.  Russia  played  a  magnificent  stroke  when 
she  separated  Mongolia  from  China  and  outflanked  Japan's 
position  in  south  Manchuria.  Japan  has  quietly,  impatiently 
at  times,  awaited  her  opportunity  and  repaired  as  far  as 
possible  the  damage  caused  by  China's  weakness.  And  the 
childish  Chinese  supported  by  innocent  Americans,  cling 
to  the  hope  that  she  may  be  forced  to  recede  from  her 
newly  won  position  before  the  far-away  clamor  in  the  com- 
mittee rooms  of  the  United  States  Senate. 

The  struggle  for  empire,  for  the  right  to  live  and  exist 
is  still  going  on  within  the  hidden  confines  of  Central  Asia. 
Japan  has  scored.  Great  Britain  stands  behind  her.  There 
is  no  power  or  combination  of  Powers  that  can  ever  dis- 
lodge Japan  from  her  position  or  force  her  to  relinquish 
the  rights  that  have  been  sold  to  her  by  China.  She  will 
fight  to  a  finish  and  go  down  to  oblivion  before  she  will 
again  leave  the  door  open  and  the  road  clear  for  the  Bear 
to  walk  through.  It  is  time  for  Americans  to  wake-up  and 
face  the  realities  of  the  situation.  Instead  of  heaping  abuse 
upon  Japan  for  protecting  herself  against  attack,  through 
the  venality  of  China,  the  Americans  should  applaud  the 
genius  of  statesmen  who  directed  the  moves,  in  the  same 
manner,  that,  in  the  past,  they  went  into  rapturous 
admiration  over  the  marvelous  advance  of  Russia,  and 
insist  upon  the  application  of  the  same  policy  where  their 
own  interests  are  concerned. 

As  far  as  possible,  Great  Britain  and  Japan  have 
repaired  the  breaches  in  their  defenses,  but  there  is  still 
much  to  be  done.  The  President  of  the  United  States  hopes 
that  the  spheres  of  special  interest  in  China  may  now  be 
eliminated  through  the  operation  of  the  proposed  new 
financial  Consortium  composed  of  the  British,  French, 
Japanese  and  American  official  Groups,  in  which  the  latter 
will  carry  the  British  and  French  participation  until  such 
time  as  they  can  take  over  their  share  of  the  burden.  With 
Japan  solidly  entrenched  in  the  North,  holding  the  eastern 
and  northeastern  roads  against  the  advance  of  Russia, 
Great  Britain  signifies  her  willingness  to  abandon  the 
sphere  of  influence  policy  and  place  her  Yangtsze  railways 
in  the  international  pool,  in  which,  it  will  be  noted,  Russia 
and  Germany  are  conspicuous  by  their  absence.  This  is  a 
beautiful  stroke  of  diplomacy  on  the  part  of  Great  Britain. 
She  accepts  the  idealistic  doctrines  of  President  Wilson,  but 
at  the  same  time,  her  position  in  India  will  be  fortified  on 
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the  east  and  northeast,  by  the  addition  of  the  United  States 
in  the  heart  of  the  Yangtsze  region.  It  is  a  further  guar- 
antee that  she  will  not  be  attacked  in  that  quarter,  or,  if 
the  issue  is  forced,  America  will  have  to  protect  her  share 
of  the  projected  railways.  Great  Britain  is  ready  for  the 
proposed  internationalization  in  her  special  sphere.  For 
once  the  trend  of  idealistic  politics  runs  in  harmony  with 
her  basic  policy  in  Asia.  This,  however,  is  another  story, 
to  be  analyzed  in  its  proper  place. 


XIX 


THE  RACIAL  PROBLEM 
THE  CRIME  OF  RUSSIA 

The  policies  of  the  American  Government  and  the 
British  Dominions  in  the  Pacific  deny  to  the  Yellow  races  the 
right  of  free  admittance  into  their  territories.  This  deter- 
mination to  preserve  the  White  Man's  countries  for  the 
expansion  of  the  race  was  emphasized  at  the  Peace  Confer- 
ence when  Japan  was  refused  the  satisfaction  of  writing 
into  the  preamble  of  the  Covenant  of  the  League  of  Nations 
the  principle  recognizing  the  equality  of  races  and  of  gov- 
ernments. The  West  has  placed  itself  on  record ;  the  Jap- 
anese must  remain  at  home. 

In  twenty-five  years,  Japan  must  find  room  for  another 
30,000,000  new  people.  Where  are  they  to  go?  How  will 
they  live?  They  cannot  go  into  China,  for  there  they  find 
a  population  of  400,000,000  eking  out  a  miserable  existence, 
keeping  one  hop  ahead  of  starvation.  They  cannot  com- 
pete with  these  people  facing  a  terrible  struggle  for  exist- 
ence. They  go  under  in  the  struggle.  They  cannot  expand 
in  Korea,  as  this  little  peninsula  has  a  native  population 
of  about  17,000,000,  doubling  their  numbers  in  twenty-five 
years — six  times  as  rapidly  as  the  white  man.  Koroa  was 
not  annexed  to  serve  as  an  outlet  for  a  rapidly  increasing 
population.  It  is  not  a  colony,  but  a  breastwork,  an  out- 
post of  empire,  the  inner  line  of  Japan's  armies  on  the 
mainland,  held  against  the  day  when  Russia  will  once  more 
start  on  her  onward  march.  They  cannot  go  into  Formosa 
in  large  numbers.  This  small  island  has  a  native  Chinese 
population  of  about  3,500,00,  who  monopolize  agriculture 
and  the  small  industries.      The  Japanese  cannot  compete. 
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There  is  room  for  perhaps  another  million  Japanese,  but 
the  Formosans  would  be  crowded  out.  Perhaps  a  million  or 
so  might  find  root  in  the  frozen  soil  of  the  northern  islands 
of  Hokkaido  or  Saghalien.  It  does  not  materially  affect  the 
great  problem.  Indo-China,  Siam,  the  Strait  Settlements, 
and  the  Dutch  East  Indies  offer  no  homes  for  the  prospective 
millions  of  Japan.  Java  has  reached  the  bursting  stage  and 
the  increase  must  soon  flow  over  into  Sumatra,  Borneo  and 
elsewhere  in  Malaya.  There  is  no  room  in  overcrowded 
India  for  the  Japanese.  Where,  then,  may  they  go  in  their 
quest  for  the  right  to  live,  to  procreate  and  be  happy?  Into 
Siberia?  Yes,  they  can  seep  in  here  in  limited  numbers 
while  Russia  is  in  a  state  of  collapse.  When  the  Bear  re- 
covers his  strength  the  Japanese  will  have  to  quit  or — 
fight. 

Let  us  forget  Japan  for  the  moment.  In  the  same  length 
of  time  China  will  have  to  provide  room  for  another 
200,000,000.  Is  it  too  much?  Do  the  figures  terrify?  Very 
well,  let  us  meet  the  objection  of  learned  professors  and 
cut  it  in  half.  Let  us  say  that  China  is  doubling  her  num- 
bers in  a  hundred  years  instead  of  fifty  or  forty.  It  makes 
little  difference.  Where  is  China  to  find  room  in  the  next 
quarter  century  for  another  100,000,000  people? 

And  now  let  us  glance  at  Russia  with  a  population  of 
180,000,000  doubling  their  numbers  in  fifty  years.  Where 
will  90,000,000  new  Russians  find  homes?  In  Siberia? 
Precisely.  And  then  let  us  hark  back  to  Germany  with  a 
population  of  66,000,000,  increasing  at  the  rate  of  800,000 
per  annum ;  where  will  the  Germans  go?  It  is  hardly  prob- 
able that  they  will  crowd  into  the  lands  of  the  Allies.  If 
the  Western  dyke  holds  firm,  and  we  have  made  it  so  by  the 
separate  alliance  will  not  the  German  flood  sweep  over  the 
"sanitary  cordon"  into  Russia,  into  Siberia,  the  Land  of  the 
Future?  Will  not  the  German  increase  mingle  with  the 
Russian,  and  Eastern  Europe  and  Siberia  be  called  upon  to 
absorb  100,000,000  new  people  in  the  next  quarter  century? 
If  the  Russo-Germanic  multitudes  mustmigrate  into  Siberia, 
where  will  China  and  Japan  find  homes  for  their  swarms  of 
children?  Let  us  probe  into  this  problem.  It  has  a  most 
vital  bearing  on  the  future  peace  and  happiness  of  the 
United  States.  Peace  or  war  in  the  Pacific  depends  upon 
its  solution. 

How  many  people  in  the  United  States  realize  that  the 
racial  issue  has  been  forced  over  upon  our  shores  by  the 
greed  and  rapacity  of  Russia  in  Asia,  operating  through  a 
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cruel  relentless  exclusion  policy  denying  to  the  Yellow  Man 
the  right  to  exist  in  the  lands  that  God  and  Nature  placed 
them  in?  For  fear  of  being  misinterpreted  and  accused  of 
bias,  I  am  going  to  quote  from  a  most  impartial  witness,  a 
man  of  international  renown,  a  friend  of  Russia.  I  have 
said  all  these  things  myself  at  various  times ;  Dr.  Fridtjof 
Nansen  corroborates  them.  He  recently  made  an  extensive 
trip  through  Siberia  as  the  guest  of  the  Russian  govern- 
ment and  was  accorded  exceptional  opportunities  for  learn- 
ing the  truth.  In  his  book  entitled  "Through  Siberia,  The 
Land  of  the  Future,"  he  devotes  a  special  chapter  to  the 
Yellow  Question.  It  should  be  read  by  all  interested  in  the 
great  problems  of  Asia,     He  tells  us : 

"Russia's  gigantic  task  is  to  strengthen  her  power  in  the 
East,  and  thereby  to  create  a  secure  bulwark  for  herself 
and  for  European  civilization  against  the  advance  of  the 
Yellow  race.  It  is  a  problem  the  solution  of  which  is 
important  to  the  whole  of  Europe.  Its  importance,  how- 
ever, was  perhaps  not  clearly  realized  by  anyone  before 
1904.  The  general  opinion  was  that  Russia's  undisputed 
position  in  the  East  was  not  threatened  in  any  quarter,  and 
that  she  was  free  to  make  her  own  dispositions  there.  The 
whole  of  Manchuria  was  already  half  Russian,  and  Korea 
was  under  Russian  influence.  But  then  came  the  war  with 
its  great  and  unpleasant  surprises,  when  Russia  discovered 
that  she  had  entirely  underestimated  her  neighbor  across 
the  sea  on  the  east.  Japan  had  grown  into  a  great  Power ; 
not  merely  an  equal  opponent,  but  by  her  purposeful  ad- 
vance a  threatening  danger,  greater  perhaps  than  any  yet 
encountered  by  Russia.  .  .  .  Should  China  seriously  embark 
upon  European  methods  of  warfare  in  support  of  this 
policy,  like  Japan,  and  perhaps  in  concert  with  her — then 
no  European  Power,  not  even  a  Russia,  will  be  able  to  resist 
the  Celestial  Empire,  with  its  hundreds  of  millions  of 
efficient  inhabitants. 

"Since  1905  Russia's  policy  on  the  Pacific  has  been  to 
abandon  the  offensive  for  the  defensive.  She  was  forced  to 
retire  from  southern  Manchuria,  and  instead  of  ceaseless 
expansion,  she  has  had  to  devote  her  energy  to  strength- 
ening her  position  within  the  territory  she  now  occupies. 
We  find  a  pregnant  expression  of  how  this  great  question 
must  appear  to  a  Russian  statesman  in  the  speech  delivered 
by  the  Foreign  Minister  Isvolsky  in  the  Duma  on  March  11, 
1908,  when  he  declared  .  .  .  that  henceforward  Russia 
would  be  clearly  conscious  that  the  frontiers  of  her  posses- 
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sions  in  Asia  were  an  immovable  historical  inheritance, 
that  any  danger  threatening  them  was  a  danger  to  the 
whole  Russian  Empire,  and  it  was  therefore  her  highest  duty 
to  stake  everything  upon  the  preservation  and  development 
of  these  possessions, 

"It  is  easy  to  understand  that  Russian  public  opinion 
demands  the  maintenance  of  this  position,  cost  what  it  may. 
Should  Russia  be  defeated  in  a  trial  of  strength  with  the 
Yellow  race — and  such  a  trial  seems  inevitable  sooner  or 
later — and  should  she  lose  her  eastern  territories,  perhaps 
as  far  as  Baikal,  her  prestige  as  a  great  Power  would 
suffer  so  greatly  that  such  a  possibility  must  be  avoided 
at  any  price — indeed,  we  may  add  that  it  must  be  avoided 
not  merely  for  the  sake  of  Russia  herself,  but  for  that  of 
Europe — a  defeat  of  this  kind  would  have  far-reaching  con- 
sequences to  the  whole  of  European  civilization.  It  is  there- 
fore a  great  problem  with  which  Russia  is  here  confronted, 
perhaps  the  greatest  of  any  on  her  whole  extended  frontier. 
But  its  solution  will  present  great  difficulties  even  to  this 
mighty  empire,  and  will  for  a  long  time  to  come  demand  the 
efforts  of  her  best  powers, 

"If  we  glance  at  a  map  of  the  world  and  see  the  thin 
thread  of  railway  line  which  is  Russia's  only  communication 
with  her  eastern  provinces  on  the  Pacific,  and  remember 
that  since  the  destruction  of  her  fleet  in  the  East  all  rein- 
forcements in  case  of  trouble  have  to  be  carried  along  this 
thin  thread  against  the  advancing  hosts  from  the  east  and 
south — then  we  shall  easily  understand  the  urgent  necessity 
of  getting  these  eastern  provinces  settled  as  rapidly  as  pos- 
sible and  peopled  by  a  powerful  national  Russian  com- 
munity, which  would  itself  be  strong  enough  to  resist,  at 
any  rate  for  a  time,  an  invasion  of  the  Russian  frontiers, 
and  would  be  capable  of  supporting  the  armed  forces  neces- 
sary for  such  operations.  It  is  therefore  natural  that 
Russia's  efforts,  first  to  improve  the  communications  with 
these  eastern  provinces,  and  then  to  increase  their  coloniza- 
tion, have  been  redoubled  and  are  increasing  year  by  year. 

"In  1882  an  edict  was  issued  according  to  which  only 
Russian  subjects  could  acquire  land  in  Siberia;  only  in 
exceptional  cases  might  the  Governor  General  give  for- 
eigners permission  to  do  so,  .  .  .  However,  in  1904  it 
was  estimated  that  the  Amur  and  Ussuri  country  sup- 
ported a  Russian  population  of  about  380,000  while  there 
were  about  60,000  immigrant  Chinese  and  Koreans,  includ- 
ing those  who  were  Russian  subjects.     At  that  time,  then, 
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the  number  of  the  Yellow  race  corresponded  to  about  16 
per  cent  of  the  Russian  population.  In  1908,  the  latter 
was  put  at  about  500,000,  while  Chinese  and  Koreans 
reached  120,000 ;  thus  in  four  years  the  percentage  had 
risen  from  16  to  24  per  cent  as  compared  with  the  Russian 
population,  or  the  number  of  Yellow  men  had  become  a 
quarter  of  that  of  the  Russians.  If  we  consider  that  the 
Russian  figures  include  women,  children  and  old  men,  the 
position  is  even  less  favorable.  .  .  .  This  means  that  there 
is  almost  one  yellow  laborer  to  every  able-bodied  Russian. 
.  ,  .  One  can  understand  the  alarm  of  the  Russian  author- 
ities of  the  danger  that  seems  to  threaten  here ;  and  the 
employment  of  Chinese  laborers  is  now  forbidden  in  the 
Ussuri  and  Amur  countries.  Indeed,  they  may  not  even  be 
employed  in  the  construction  of  the  Amur  line,  a  prohibition 
which  in  the  opinion  of  many  appeared  to  involve  insu- 
perable difficulties.  The  originator  of  this  anti-Chinese 
policy  is  the  present  Governor  General  of  the  Eastern  prov- 
inces, Nicolai  Lvovich  Gondatti,  who  enforces  it  with  great 
rigor.  I  have  already  described  how  Chinese,  whose  papers 
are  not  in  order,  are  summarily  arrested  and  sent  back  to 
China." 

In  referring  to  this  episode  in  a  previous  chapter,  Dr. 
Nansen  observes :  "Against  the  Japanese  the  police  cannot 
proceed  in  this  fashion,  much  as  they  might  like  to  do  so. 
According  to  the  treaty  with  Japan  after  the  war,  the  Jap- 
anese have  the  same  rights  as  the  most  favored  nations 
and  may  travel  and  reside  where  they  please,  although  the 
universal  belief  among  the  Russians  is  that  every  single 
Japanese  is  a  spy." 

There  is  no  need  to  go  behind  Dr.  Nansen's  testimony. 
He  is  thoroughly  pro-Russian  and  engaged  in  an  under- 
taking subsidized  by  the  Russian  Government.  His  conclu- 
sions and  deductions  were  arrived  at  after  an  exhaustive 
study  of  conditions  on  the  ground  as  the  guest  of  Russia. 
His  testimony  also  tells  us,  that  Russia's  policy  in  Asia  has 
deprived  the  Yellow  man  of  the  lands  that  are  theirs  by 
right ;  lands  that  nature  intended  should  be  theirs  to  expand 
in.  Russia  has  built  a  wall  around  them  to  prevent  their 
seeping  through  into  the  White  man's  preserves.  The  Altai 
slopes,  the  Mongolian  border-lands,  the  Trans-Baikal, 
Amursk,  and  Primorsk  regions,  have  been  rapidly  colonized 
and  developed  in  order  to  create  an  army  on  the  ground 
to  resist  the  pressure  of  the  Yellow  race,  and  to  provide  the 
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sinews  and  supplies  of  war  without  having  to  depend  upon 
European  Russia.  Russia  has  erected  a  human  barrier 
along-  her  frontiers  against  the  day  when  the  issue  must  be 
fought  out  anew. 

Manchuria  was  half  Russian  when  they  were  ousted  by 
Japan.  As  Russian  influence  grew  apace,  the  native  Chinese 
would  have  been  despoiled  of  their  lands  and  driven  back 
beyond  the  Great  Wall.  The  Russian  laborer  and  farmer 
literally  starved  to  death  in  the  struggle  for  existence  in 
competition  with  the  native  Chinese.  Russians  might  exist 
only  by  eliminating  this  competition.  In  pursuit  of  this 
policy,  Mongolia  was  declared  independent  under  a  Russian 
protectorate,  and  closed  to  Chinese  colonization.  This 
natural  (outlet  for  China  was  boarded  up  and  the  world 
warned  to  keep  out.  In  fact,  Russia  became  suddenly 
obsessed  with  the  idea  of  the  imminence  of  the  Yellow 
Peril.  The  severe  lesson  she  received  from  little  Japan 
after  her  mad  career  of  throttling  the  life  out  of  other 
Asiatic  nations,  opened  her  eyes  to  the  danger  that  lay  be- 
fore her  in  the  east.  The  preservation  of  her  frontiers 
against  the  people  she  had  slaughtered  and  enslaved  became 
her  primary  object.  In  the  same  way  that  a  port  on  the 
Persian  Gulf  became  a  fixed  Muscovite  policy,  so  the  main- 
tenance of  Mongolia  as  a  buff'er  state  was  evolved  into  an- 
other bureaucratic  Monroe  Doctrine,  one  that  Russia  would 
go  to  war  to  defend  at  all  costs.  This  was  clearly  and 
most  emphatically  outlined  in  the  Russian  protests  against 
the  construction  of  two  railways  in  Inner  Mongolia,  the 
contract  for  which  had  been  conceded  to  the  American  In- 
ternational Corporation  by  the  Chinese  Government.  Not 
only  was  Outer  Mongolia  closed  to  railways  that  might  open 
the  country  to  Chinese  settlement,  but  the  doctrine  was  ex- 
tended to  cover  Inner  Mongolia,  within  the  limits  of  China's 
jurisdiction.  The  protest  stuck.  American  capital,  in  pur- 
suit of  legitimate  investment  in  China,  may  not  conflict  with 
the  fundamental  policies  of  Russia,  any  more  than  Russian 
Japanese  or  other  foreign  capital  may  embark  upon  enter- 
prises in  Mexico  or  Latin- America  deemed  prejudicial  to 
our  own  national  self-preservation. 

In  other  words,  Russia  has  stolen  the  lands  of  the 
Yellow  Man  in  Asia,  and  barred  the  door  against  his 
entrance  through  the  enactment  of  severe  discriminatory 
and  prohibitory  legislation,  enforced  by  merciless  Cossack 
border   patrols,   who,   in   turn,   are   supported   by  the   full 
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weight  of  Russia's  great  army.    The  peoples  of  Central  Asia 
know  what  to  expect  when  they  attempt  to  thwart  the  plans 
of  Russia.     They  have  learned  well  the  terrible  lesson  that 
has  changed  them  from  manly  warriors  into  cringing,  trem- 
bling cowards.   The  Chinese  remember  Blagoveschensk  and 
the  massacres  along  the  banks  of  the  Hi.     They  stand  in 
mortal   dread   of    Russia   and   her   vengeance.      They  are 
always  vulnerable.    China  now  eats  out  of  Russia's  hand. 
She  has  sold  her  soul  to  the  agents  of  the  Czar.     She  has 
meekly  acquiesced  in  the  rape  of  her  barder  provinces  and 
turned  a  deaf  ear  to  the  appeals  of  her  people  cowering 
under  the  lash  of  the  Cossacks.    Under  her  present  spineless 
rulers,  China  would  quietly  submit  to  the  loss  of  all  her  out- 
lying provinces,  rather  than  face  the  slaughter  that  would 
follow  an  attempt  to  preserve  their  independence  against  a 
forward  move  on  the  part  of  Russia.       Her  400,000,000 
people  have   been   compressed  within  the  confines  of  the 
eighteen    provinces ;    their   legitimate    right   to    expansion 
denied  by  Russia.    Has  the  world  ever  heard  an  outcry  from 
these  myriads  when  Russia  amputated  their  choicest  pos- 
sessions ;  was  the  great  and  good  United  States,  the  pro- 
tector   of    downtrodden    republics    implored    to    intervene 
when  the  Chinese  population  of  Blagoveschensk  was  driven 
into  the  Amur  River  to  miserably  drown  like  rats  ?    Was  the 
attention  of  the  Powers  invited  to  the  rape  of  Mongolia, 
were  they  called  upon  to  interfere?    Did  China  appeal  for 
protection  in  1895,   1898  or  1900  when  she  was  handing 
over  her  most  valuable  possessions  to  her  erstwhile  deliv- 
erer from  Japan?     China  was  then  dealing  with  Russia, 
and  knew  what  the  certain  penalty  would  be  if  she  even 
squealed.     No,  Russia  had  a  formula  for  dissecting  China 
without  pain.     It  never  failed  to  give  results.     China  will 
never  raise  a  hand  to  save  herself  from  Russia. 

Forced  back  upon  herself  by  the  policies  of  the  white 
nations  in  the  Pacific,  facing  the  desperate  struggle  for  ex- 
istence, for  room  to  expand  in,  for  the  assurance  of  a  stable 
and  sufficient  food  supply,  Japan  has  one  of  two  choices. 
She  may  remain  at  home,  create  industries  and  sell  the 
products  of  her  mills  abroad  in  competition  with  the  other 
great  manufacturing  nations,  to  obtain  the  money  with 
which  to  buy  the  food  necessary  for  her  industrial  popu- 
lation. In  this  case,  she  must  adopt  the  policy  deemed 
essential  to  the  life  of  Great  Britain.  She  must  build  up 
a  huge  navy  to  be  assured  that  her  food  supply  will  never  be 
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cut  off  in  the  event  of  war.  She  must  become  a  great 
maritime  and  naval  power,  and,  in  due  course  of  time,  will 
take  what  is  now  denied  to  her.  Or  she  must  be  permitted 
unobstructed  access  to  the  granaries  of  the  mainland,  in 
lands  contiguous  to  her  own  territory.  This  source  of  an 
ample  food  supply  may  be  found  only  in  Manchuria,  within 
the  confines  of  the  republic  of  China.  In  the  event  of  hos- 
tilities Japan  can  never  rely  upon  China  to  supply  her  with 
food,  nor  can  she  be  sure  that  Russia  will  not  step  in  and 
cut  her  line  of  communications  in  Manchuria.  If  Russia 
hesitated,  past  experience  tells  the  Japanese  that  China 
would  again  offer  inducements  to  her  old  enemy  to  re-enter 
South  Manchuria.  If  we  accept  the  Japanese  point  of  view, 
then  the  world  must  admit  her  right  to  the  possession  of  a 
large  navy,  or  she  must  be  permitted  free  access  to  the 
granaries  of  Manchuria  under  guarantees  that  will  safe- 
guard her  existence  against  the  "come-back"  of  Russia  and 
the  treachery  of  the  present  rulers  of  China. 

Up  to  the  outbreak  of  the  Great  War,  the  world  stood  in 
awe  of  the  armies  of  the  Czar.  Up  to  that  time,  Russia  had 
been  feverishly  pushing  ahead  her  plans  for  a  war  of  re- 
venge, forcing  Japan,  in  turn,  to  make  superhuman  efforts 
to  increase  her  military  establishment  in  order  to  defend  her 
precarious  independence.  Naturally,  the  Russians  and  their 
apologists,  like  Dr.  Nansen,  endeavored  to  create  the  impres- 
sion that  they  were  on  the  defensive ;  that  little  Japan  with 
her  55,000,000  inhabitants  was  preparing  to  extinguish  the 
national  existence  of  the  180,000,000  docile  and  pacific  Rus- 
sians ;  that  the  Japanese  would  combine  with  the  millions  of 
China  and  conquer  Europe.  While  all  this  time,  Japan 
was  straining  her  resources  to  the  utmost,  staggering  patri- 
otically under  a  heart-breaking  burden  of  taxation  in  order 
to  keep  an  army  on  a  war  footing  that  would  be  ready  the 
moment  the  Bear  started  to  move.  "Prussianism,"  it  is 
called.  Prussian  piffle!  Japan's  "Prussianism"  was 
thrust  upon  her  by  the  exigencies  of  the  military  situation 
in  Asia  and  the  cowardice  of  China,  who  could  not  and  dared 
not  defend  herself  against  the  menace  of  Russia.  Instead 
of  assisting  Japan  to  withstand  the  pressure  of  Russia  and 
win  back  her  lost  provinces  and  re-establish  her  authority, 
China  did  everything  possible  to  bring  Russia  in  a  more 
favorable  position  to  crush  Japan.  She  was  Russia's  silent 
partner. 

Japan  had  to  be  constantly  prepared,  constantly  on  the 
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alert  to  check  the  moves  of  Russia,  but  dared  not  force  the 
issue.  Japan's  finances  were  in  no  condition  to  stand  the 
strain  of  another  great  war.  As  she  reached  the  end  of 
her  financial  resources,  her  statesmen  were  forced  to  adopt 
a  policy  of  rapprochement  with  Russia,  in  order  to  stave 
off  the  day  of  reckoning. 

The  weight  of  Russia,  the  might  of  her  armies,  confined 
the  Yellow  pressure  within  a  limited  sphere,  and  as  Japan's 
necessities  increased,  it  forced  the  racial  issue  over  the 
Pacific  Ocean  to  the  shores  of  the  United  States.  Had  not 
the  Great  War  broke  in  1914,  the  Pacific  problem  might 
well  have  provoked  a  crisis  in  the  relations  between  the 
United  States  and  Japan,  and,  in  the  improbable  event  of 
hostilities,  Russia  would  have  seized  her  long  awaited  oppor- 
tunity and  attacked  Japan  from  the  land  side  and  ousted 
her  from  Manchuria  and  Korea.  The  Japanese  Empire 
would  have  passed  into  history,  and  the  Bear  would  reign 
supreme  in  Asia,  ready  for  the  next  forward  march  on 
India.  This  is  one  of  the  reasons  why  Japan  may  not — nay, 
dare  not — seriously  dream  of  hostilities  with  the  United 
States.  The  Cossacks  still  patrol  the  banks  of  the  Sungari ; 
Harbin  is  still  the  headquarters  of  the  East,  or,  if  condi- 
tions have  changed  temporarily,  due  to  the  war,  they  will 
return  to  their  old  status  when  a  stable  government  is  once 
more  established  in  Russia.  If  Japan  should  go  to  sleep, 
or  permit  her  attention  to  be  diverted  from  the  East,  the 
paw  of  the  Bear  would  crush  out  her  life  without  mercy. 
As  long  as  Russia  exists  as  a  sovereign  state,  rankling  and 
smarting  under  the  defeat  of  1905  and  the  loss  of  her 
prestige  in  Asia,  she  will  never  forgive  Japan  or  relinquish 
her  plans  for  revenge.  For  this  reason,  if  for  no  other, 
Japan  may  never  seriously  think  of  inviting  hostilities 
with  America  or  any  other  great  Power,  no  matter  how 
loud  her  Jingoes  may  shriek.  Nor  would  Great  Britain 
ever  consent  to  supporting  her  in  such  a  war.  Leaving 
aside  the  reasons  generally  accepted  as  underlying  the 
revised  Anglo-Japanese  Alliance,  releasing  Great  Britain 
from  coming  to  the  assistance  of  Japan  in  the  event  of 
hostilities  with  a  Power  with  which  she  has  signed  an  arbi- 
tration treaty,  and  which  has  been  construed  as  arising 
from  the  possibility  of  a  racial  conflict  between  Japan  and 
the  United  States,  analysis  of  the  Asiatic  situation  would 
disclose  that  Great  Britain  can  never  consent  to  Japan  em- 
barking upon  any  warlike  adventure  that  might  expose  her 
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to  an  attack  from  the  land  side  by  Russia.  The  British 
fleet  would  carry  no  weight  in  such  a  conflict.  Whether 
victorious  or  otherwise,  the  risk  is  too  great.  The  elimina- 
tion of  Japan  from  the  mainland  would  restore  to  Russia 
the  domination  of  East  Asia  and  release  her  armies  for 
the  long  postponed  advance  upon  India.  For  this  reason, 
war  between  the  United  States  and  Japan  is  unthinkable. 
The  safety  of  India  depends  upon  the  ability  of  Japan  to 
maintain  her  footing  in  Manchuria.  If  Japan  should  go 
down  to  defeat,  the  end  of  British  rule  in  India — the  end 
of  the  empire  would  follow. 

XX 

THE  TEUTONIZED  SLAV  MENACE 

I  have  outlined  the  situation  in  terms  of  strategy,  the 
only  line  of  reasoning  which  appeals  to  peoples  whose  backs 
are  against  the  wall  fighting  to  preserve  their  national 
existence.  There  is  one  more  aspect  of  the  problem  that 
must  now  be  faced.  I  have  emphasized  the  pressing  neces- 
sity of  Japan  for  an  outlet,  if  not  for  her  rapidly  increasing 
population,  then  to  guarantee  to  her  a  safe  and  easy  access 
to  an  ample  food  supply.  There  is  no  argument  about  this. 
She  must  either  build  up  a  huge  navy  to  protect  her  food 
lines,  or  she  must  have  undisputed  and  secure  access  to 
granaries  on  the  mainland.  China  has  meekly  submitted 
and  acquiesced  in  the  loss  of  her  most  valuable  possessions 
rather  than  fight  for  her  rights.  She  now  has  no  place 
to  expand  in,  and  her  millions  are  creeping  each  year 
further  and  further  into  the  forbidden  precincts  of  Mon- 
golia. The  operation  of  Nature's  laws  must  some  day  bring 
about  the  collission  with  Russia.    It  cannot  be  avoided. 

Russia  has  forced  the  racial  problem  across  the  Pacific 
to  the  shores  of  America.  If  her  policy  prevails;  if  the 
Chinese  and  Japanese  together  do  not  recover  or  reconquer 
their  right  to  expansion  in  Asia,  then  some  other  quarter 
of  the  globe  must  receive  the  flood,  some  other  nation  must 
meet  the  shock.  Let  us  not  forget  the  words  of  Dr.  Nansen, 
"the  defeat  of  Russia  ....  must  be  avoided  at  any 
price — indeed,  we  may  add  that  it  must  be  avoided  not 
merely  for  the  sake  of  Russia  herself,  but  for  that  of 
Europe — a  defeat  of  this  kind  would  have  far  reaching 
consequences  to  the  whole  of  European  civilization."     Let 
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us  remember  that  Middle  and  Eastern  European  diplomacy 
will  always  lend  itself  to  the  policy  of  forcing  the  solution 
of  this  great  racial  problem  over  the  Pacific  Ocean  to  some 
other  land,  rather  than  see  it  settled  on  the  plains  of  Cen- 
tral Asia,  where  a  Russian  defeat  might  have  serious  con- 
sequences for  the  eastern  European  peoples.     If  the  Amer- 
icans go  to  sleep  at  the  switch,  dreaming  of  ideals,  the 
brotherhood  of  man  and  a  League  of  Nations,  the  other 
Powers  who  have  no  such  illusions,  will  quietly  divert  this 
issue  away  from  the  point  where  it  may  become  a  danger 
to  themselves  and   hand   it  over  to  the  dreamers   of  the 
Western  continent  for  solution.     For  the  day  must  come 
when   it   will  have  to  be  faced  either  by   Russia,  or,  the 
United  States.       It  is  a  clear  cut  issue  between  the  policies 
of  the  United  States,  the  British  Dominions  in  the  Pacific 
and  the  policy  of  Russia.     Russia  has  no  illusions.     She 
would  willingly,  gladly  divert  the  issue  to  America  or  some 
other  country,  and  if  we  remain  passive  and  refrain  from 
taking  the  necessary  precautions,  she  will  succeed.    Russia 
and  Germany  from  now  on  will  support  any  propaganda 
that  might  create  tension  and  foster  ill  feelings  between 
the  United  States  and  Japan  in  the  hope  that  a  clash  may 
come,  so  they  can  extinguish  the  existence  of  Japan  from 
the  land  side.     America  must  not  be  caught  napping. 

Within  the  next  twenty-five  years,  Japan  and  China  will 
increase  their  population  by  230,000,000,  or  130,000,000, 
if  you  will.  In  the  same  length  of  time,  Russia  will  add 
another  90,000,000  to  her  present  numbers.  The  only  outlet 
for  these  swarms  of  humanity  is  in  Asia,  in  Mongolia, 
Siberia,  Chinese  Turkestan,  and  Manchuria,  away  from  the 
eyes  and  vigilance  of  the  Allies.  If  Russia  has  her  way, 
the  Mongolian  wave  will  be  thrown  back  on  itself  and  the 
reflex  action  will  carry  the  currents  across  the  expanse  of 
the  Pacific  to  other  lands ;  other  peoples  must  make  room 
for  Asia,  crowded  out  of  its  birthright  by  the  greed  of 
Russia.  There  is  no  need  to  stress  this  point  further.  We 
may  now  examine  the  new  line-up. 

Within  the  next  quarter  century,  if  the  pre-war  rate  is 
maintained,  the  Teutonic  peoples  will  increase  at  the  rate 
of  a  million  a  year;  25,000,000  more  Germans  will  clamor 
for  the  right  to  live,  a  right  that  will  be  denied  to  them 
under  the  new  industrial  order  in  the  Fatherland.  Where 
will  the  German  increase  go  to?  Obviously,  they  will  not 
attempt  to  overflow  toward  the  West,  into  the  lands  of  their 
enemies,  the  Allies.    The  western  dyke  against  the  German 
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pressure  will  hold.  The  separate  alliance  entered  into 
between  the  United  States  and  Great  Britain  guarantees  the 
security  of  France.  The  flood  must  break  through  to  the 
east,  over  the  "sanitary  cordon"  of  little  states  into  Russia. 
Here  the  25,000,000  new  Teutons  will  mingle  with  the  90,- 
000,000  new  Slavs  and  their  combined  forces  of  300,000,000, 
will  batter  down  all  resistance. 

In  this  connection,  let  me  quote  from  an  article  appear- 
ing in  the  June  number  of  "The  Americas"  published  by 
the  National  City  Bank,  which  is  apparently  based  on  an 
official  report  of  the  U.  S.  Labor  Department: 

"But  to-day,  if  Germany  is  so  placed  that  her  indus- 
tries cannot  get  foreign  materials  and  sell  their  product 
abroad,  she  must  also  lose  millions  of  population  that 
cannot  otherwise  live.  Germany  has  no  colonies  to  which 
her  migrant  industrial  population  can  go  and  bring 
about  an  empire  building  to  take  the  place  of  the  intense 
centralization  of  industry.  Very  likely  her  millions  will 
go  over  into  Russia,  and  down  toward  Asia  Minor,  some 
to  South  America.  So  we  may  see  a  great  migration — 
greater  than  any  of  the  former  ones  the  world  has  seen, 
and  more  pregnant  with  serious  difficulties,  but  in  Eng- 
land's case,  the  diffusion  of  England's  industrial  popu- 
lation would  be  mixed  with  much  good  for  the  world. 
It  might  be  the  thing  that  would  bring  a  more  intense 
development  of  the  whole  Empire,  so  that  the  Empire 
may  grow  to  such  a  world-wide  strength  as  to  over- 
whelm, with  the  United  States  at  hand  to  help,  the  most 
sinister  Teutonization  of  Eastern  Europe  that  could 
possibly  be  foreseen In  Germany  the  predic- 
tion is  that  if  German  industries  cannot  be  conducted 
upon  the  pre-war  scale,  as  many  as  ten  million  Germans 
must  migrate  to  some  part  of  the  world  where  they  will 
find  work." 

The  "New  York  Times"  of  August  24,  publishes  an 
extensive  article  entitled  "Germans  to  Mexico,"  based  upon 
the  official  reports  of  the  labor  situation  in  Germany,  and 
German  statements  that  "fifteen  million  Germans  must 
emigrate  or  starve."  After  proving  that  this  block  emigra- 
tion into  Latin  America  must  eventually  create  a  menace 
•to  the  United  States,  the  article  concludes  by  pointing  out 
the  remedy. 

"Millions  of  Germans  cannot  be  moved  without 
ships,  however,  and  these  the  Germans  have  not  in  suf- 
ficient number.     So  that  the  control  of  shipping  in  the 
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hands   of   nations   which   desire   to   see   a   world   with 

plotting  for  world  mastery  eliminated,  could  be  used  to 

control  this  situation." 

Exactly.     The  Germans  may  not  send  their  surplus  across 

the  seas,  they  will  overflow  into  Russia,  into  Siberia,  into 

contiguous  lands  easy  of  access. 

We  may  also  find  food  for  thought  in  the  correspondence 
of  the  "Chicago  Daily  News,"  dated  Berlin,  July  31,  which 
reproduces  at  great  length  the  opinions  of  Walter  Rather- 
nau,  head  of  the  General  Electric  Company  of  Germany — 
"the  most  brilliant  and  daring  political  thinker  and  sociolo- 
gist in  modern  Germany."  Concerning  the  general  prob- 
lem of  the  world's  economic  future,  he  said : 

"The  entente  politicians  have  thought  it  right  to 
bring  about  what  five  years  ago,  I  described  as  the 
Balkanization  of  Europe.  ,  .  .  Whether  they  perceive 
what  they  have  done  will  recoil  upon  Europe  as  a  whole, 
is  I  am  afraid,  very  doubtful. 

"Germany  stands  before  an  epoch  of  huge  emigration. 
German    emigrants    will    make    their    way    to    South 
America  and  Russia.  ...  As  the  result  of  the  weaken- 
ing of  Europe,  the  future  will  belong  to  three  great 
world  economists — America,  Russia  and  Japan.    Europe 
is  destined  to  lose  its  economic  importance.     The  new 
economic   areas — America,   eastern   Asia    (Japan)    and 
western  Asia   (Russia)   will  come  to  the  front  because 
of  their  relatively  unlimited  areas  and  resources.    These 
three  regions  will  now  make  such  strides  forward  that 
it  will  be  very  difficult  for  Europe  to  pull  up  again." 
The  above  predictions  corroborate  the  statements  pre- 
viously made.     The  Teutonic  migration  will  start  with  ten 
to  fifteen  millions  seeking  immediate  work.  •  In  twenty-five 
years,  Eastern  Europe,  and  Western  Asia  will  receive  the 
bulk  of  the  Germanic  surplus  of  35,000,000.    The  Teutoni- 
zation  of  the  Slavs  will  be  complete.    Russia  will  arise  from 
her  ashes  stronger  than  ever,  her  natural  insatiable  land 
appetite  whetted  by  the  hunger  of  Germany.     The  Drang 
nach  Osten  will  be  resumed,  safe  from  interference  on  the 
part  of  the  Allies.     The  old  game  will  become  a  Kinder- 
garten reminiscence  in  the  light  of  the  future  fierce,  merci- 
less campaign  for  the  conquest  of  Asia,  the  humiliation  of 
England  and  the  punishment  of  Japan. 

The  hordes  of  Russia  will  come  under  German  direction. 
German  military  skill  will  soon  weld  together  the  discordant 
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units  into  a  well  organized,  harmonious  whole;  then  the 
world  and  its  League  of  Nations  may  well  tremble  for  its 
peace.  Britain  has  looked  far  into  the  future  and  taken  out 
her  first  insurance  policy  for  the  preservation  of  India. 
Her  vulnerable  flank  has  been  taken  under  protection. 
Persia  can  do  no  further  harm  by  selling  her  birthright  to 
the  Czar  and  opening  the  way  for  a  Russian  railway  to  reach 
an  ice-free  port  on  the  Persian  Gulf.  The  Drang  nach  Osten 
of  the  old  German  Empire  will  follow  a  new  route.  The 
Bagdad  railway  and  Mesopatamia  will  pass  into  British 
hands.  Britain  is  now  urging  the  United  States  to  accept 
a  mandatory  over  Armenia,  and,  if  we  consent,  a  further 
bulwark,  an  added  reinforcement,  is  provided  against  the 
day  when  the  Russo-Germanic  hosts  will  once  again  start 
on  their  march  toward  India.  Or,  if  the  wall  is  weakest 
in  the  East,  the  first  move  will  be  made  in  the  direction 
of  China,  into  Manchuria,  Mongolia ;  against  Japan. 

"China's  weakness  invites  insult."     The  words  are  not 
my  own ;  they  were  uttered  by  Yuan  Shih-kai  at  the  time 
of  the  Japanese  demands.     He  might  have  added,  that  her 
inability    to    defend    her    frontiers    in    Central    Asia,    her 
trembling  dread  of  Russia ;  her  meek  acquiescence  to  Russia's 
demands ;  her  traditional  friendship  for  Germany  and  bit- 
ter animosity  toward  Japan,  will  provide  the  excuse  for 
further    humiliations,    the    first    opening    for    the    Russo- 
Germanic  wedge  that  will  split  Asia  asunder.     The  weak- 
ness and  corruption  of  the  Chinese  Government  will  provide 
a  bridge  over  which  the  enemy  will  attempt  to  annihilate 
the  British  and  Japanese  Empires.     Under  a  perpetuation 
of  the  rule  of  a  shuffling,  venal  and  debased  Mandarinate, 
China  cannot  be  relied  upon  to  assume  her  proper  share 
of  the  responsibility  for  the  maintenance  of  the  peace  of 
Asia.    China  is  the  one  menace  to  peace ;  an  open  invitation 
to  war.     She  will  give  way  at  the  slightest  pressure  and 
open  her  doors  to  the  hosts  who  will  ruthlessly  snuff  out 
her  own  independence  and  crush  Japan  without  mercy.    The 
weakness  of  China  therefore  becomes  a  grave  menace  not 
only  to  her  own  existence,  but  to  the  independence  of  Japan, 
the  preservation  of  the  British  Empire,  and,  through  her 
failure  to  maintain  the  position  of  the  Yellow  race  within 
the  lands  that  are  theirs  by  right,  a  formidable  danger  to 
the   peace  and   happiness   of   the   United   States   and   the 
British  Dominions  in  the  Pacific. 

The  disorganization  of  China  and  inability  to  defend  her 
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independence,  throws  the  gigantic  task  of  facing  the  Russo- 
Germanic  menace  upon  the  shoulders  of  Japan,  whose 
resources  have  already  been  strained  to  the  breaking  point 
to  preserve  her  footing  against  Russia  alone.  China  will 
refuse  to  contribute  her  share  in  warding  off  the  new 
menace;  she  will,  if  permitted,  sit  back,  as  she  has  done  in 
the  past,  and  permit  Japan  to  receive  the  full  force  of  the 
shock,  and,  by  her  crass  stupidity  and  thirst  for  revenge, 
will  make  easy  the  path  of  the  enemy.  Japan  must  carry 
the  brunt  of  the  burden  in  Eastern  Asia  for  the  cause  of 
the  Allies;  there  is  no  escape.  By  turning  back  the  flood 
from  the  Western  barrier,  we  have  diverted  the  current  to 
the  East,  where  within  a  very  few  years,  it  must  sweep 
away  the  foundations  of  China  and  menace  the  existence 
of  Japan. 

While  the  military  satraps  in  Peking  have  been  selling 
their  birthright,  throttling  Democracy  and  condemning  the 
race  to  untold  misery,  it  is  gratifying  to  find  that  there  is 
one  big,  broad  mind  that  is  peering  ahead  into  the  future 
and  visualizing  the  great  struggle  that  is  yet  to  come,  that 
life  and  death  grapple  on  the  plains  of  Central  Asia  for  the 
right  to  exist.  This  man  is  the  much  abused  Dr.  Sun  Yat- 
sen,  the  ex-president  of  China  who  unselfishly  handed  over 
the  government  to  Yuan  Shih-kai  and  stepped  back  into 
private  life  to  save  his  people  the  misery  of  further  blood- 
shed. Dr.  Sun,  from  his  retirement  in  Shanghai  is  again 
proposing  a  gigantic  railway  and  colonization  scheme  to 
serve  as  the  outlet  of  the  Mongolian  race  in  the  only  place 
that  is  left  for  them  to  expand  in  in  Asia,  into  Mongolia, 
the  land  that  God  and  Nature  gave  to  them,  and  now  closed 
through  the  rapacity  of  Russia.  In  the  June  number  of 
The  Far  Eastern  Review,  the  ex-president  of  China  out- 
lines his  project  for  a  new  northern  port  and  construction 
of  a  railway  system  for  the  colonization  of  Mongolia  and 
Sinkiang.  The  railway  scheme,  shown  on  the  map,  speaks 
for  itself.  It  provides  for  a  main  Trans-Mongolian  trunk 
line  with  the  necessary  spurs  terminating  at  the  Siberian 
border,  a  direct  answer  to  the  challenge  of  Russia.  Let  me 
quote  a  few  words  from  the  memorandum  of  this  expert 
on  China's  requirements  and  it  will  be  seen  that  Dr.  Sun 
fully  sustains  the  argument  herein  set  forth.  He  knows 
whereof  he  speaks.  His  words  should  receive  respectful 
attention. 

"Regarded  from  the  principle  of  the  'most  urgent 
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need  of  the  nation'  this  railway  system  becomes  the  first 
in  importance,  for  the  territories  traversed  by  it  are 
larger  than  the  eighteen  provinces  of  China  proper. 
Owing  to  the  lack  of  means  of  transportation  and  com- 
munication at  present  these  rich  territories  are  left 
undeveloped  and  millions  of  laborers  in  the  congested 
provinces  along  the  coast  and  in  the  Yangtsze  valley 
are  without  work.  ...  If  there  is  a  railway  connecting 
these  vast  territories  the  waste  labor  of  the  congested 
provinces  can  go  and  develop  these  rich  soils  for  the 
good  not  only  of  China  but  of  the  whole  commercial 
world.  .  .  If  within  ten  years  we  can  transport,  let  us 
say,  ten  million  of  the  people  from  the  congested 
provinces  to  the  Northwestern  territory  to  develop  its 
natural  resources,  the  benefit  to  the  commercial  world 
will  be  enormous.  Regarded  from  the  'principle  of  the 
need  of  the  nation'  colonization  is  a  need  of  the  first 
magnitude.  At  present  China  has  more  than  a  million 
soldiers  to  be  disbanded.  Besides,  the  dense  population 
will  need  elbow  room  to  move  in. 

"The  soldiers  have  to  be  disbanded  at  great  expense 
and  a  hundred  million  dollars  may  be  needed  for  dis- 
bandment  alone,  in  paying  them  off  with  a  few  months' 
pay.     If  nothing  more  can  be  done  for  these  soldiers' 
welfare,  they  will  either  be  left  to  starve  or  to  rob  for  a 
living.     Then   the   consequences   will   be   unimaginable. 
This  calamity  must  be  prevented  and  prevented  effec- 
tively.   The  best  way  for  this  is  the  colonization  scheme. 
/  hope  that  the  friendly  foreign  fi7ia7iciers,  who  have  the 
welfare  of  China  at  heart,  ivhen  requested  to  float  a 
reorganization  loan  for  the  Chinese  Govermment  iji  the 
future,  will  persist  on  the  point — that  the  money  fur- 
7iished  must  first  be  used  to  carry  out  the  colonization 
scheme,  for  the  disbanded  soldiers.  Otherwise,  the  money 
will  only  work  disasters  for  China." 
It  will  be  necessary  to  refer  again  to  this  plan  later  on. 
Will  the  Western  Powers,  who  at  the  Peace  Conference, 
fully   strengthened    their    strategic    frontiers    against   the 
"come-back"  of  Germany,  permit  Japan  to  face  alone  the 
coming  menace?     Will  the  United  States  stand  aside  and 
silently  watch  Japan  take  over  the  full  responsibility  of 
maintaining  the  peace  of  Asia,  which  means  so  much  to  our 
own  happiness  and  security?     If  the  League  of  Nations  is 
admittedly  unable  to  guarantee  the  security  of  France  from 
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aggression  by  a  reunited  Germany,  and  Great  Britain  and 
the  United  States  have  been  constrained  to  enter  into  a 
separate  alliance,  for  this  particular  purpose,  independent 
of  the  League,  and,  if  through  the  operation  of  this 
alliance,  the  Germanic  menace  is  diverted  into  Asia,  and 
Japan's  position  is  thereby  made  more  difficult,  is  not  the 
precedent  created  for  another  similar  and  separate  under- 
standing that  will  assure  Japan  of  our  united  support  when 
her  security  is  endangered?  Will  we  deny  to  Japan  the 
right  to  adopt  necessary  measures  deemed  essential  to  the 
preservation  of  her  independence,  when  all  the  other  Great 
Powers  have  successfully  invoked  and  applied  the  law  of 
self-preservation  ? 

If  Japan  goes  under  in  any  trial  of  strength  on  the 
plains  of  Central  Asia,  and  a  victorious  Russo-Germanic 
coalition  starts  on  its  next  forward  move  into  China  and 
India,    will    not    the    United    States    be    drawn    into    the 
maelstrom  and  have  to  battle  for  its  own  existence?    Or,  if 
we  desert  Japan   if  we  take  the  selfish  view  that  the  Anglo- 
Japanese  Alliance  will  constitute  a  sufficient  safeguard  for 
the  peace  of  Asia,  and  an  impoverished  Japan,  exhausted 
with  carrying  the  heavy  burden  of  holding  the  front  alone, 
decides  to  throw  her  lot  in  with  Russia  and  Germany,  can 
we  censure  her  for  so  doing?     Her  existence  is  at  stake; 
it  is  for  Great  Britain  and  the  United  States  to  say  which 
side  she  will  cast  her  fortunes  with.     If  we  remain  indif- 
ferent and  condemn  her  to  carry  the  load  alone,  we  could 
not  blame  her,  if  she  took  the  easiest  of  two  courses,  and 
went   over   to    Germany   and    Russia,    and    combined    her 
strength    with    theirs    for    the    subjugation    of    Asia    and 
opening  the  White  territories  in  the  Pacific  to  the  coloniza- 
tion of  the  Yellow  man.     In  this,  she  would  have  the  full 
support  of  Russia  and  Germany,  who  would  desire  the  best 
parts  of  the  Asiatic  continent  for  themselves.       It  would 
be  one  solution  for  the  future  of  Japan  and  China.     If  the 
American   people    insist   upon   their   right  to   exclude   the 
Asiatic  from  their  lands,  and  then  follow-up  Japan  into  Asia 
and  attempt  to  dictate  what  she  shall  or  shall  not  do  in  that 
part  of  the  world  when  her  existence  is  at  stake,  are  we  not 
deliberately  seeking  trouble  for  ourselves?    If  our  meddle- 
some policy  bears  fruit,  and  Japan's  natural  outlets  are 
closed,  could  we  criticise  or  judge  her  harshly  if  she  passed 
over  to  the  other  camp,  and,  in  time,  pay  us  back  in  our  owii 
com?     The  American  people  are  fooling  with  a  dynami^a 


142 


magazine,  when  they  resent  interference  with  their  own 
vital  doctrine,  and  insist  on  imposing  their  views  of  inter- 
national politics  in  a  sphere  where  the  Great  Powers  are 
fighting  out  their  problems  of  national  existence.  If  we 
desire  to  complicate  the  situation  and  force  Japan  into  the 
arms  of  Germany,  we  are  going  the  right  way  about  it.* 

The  only  insurance  against  our  own  unwisdom,  is  the 
Anglo-Japanese  Alliance.  Once  this  instrument  is  declared 
invalid,  Great  Britain  would  be  again  isolated  in  Asia, 
measuring  her  strength  unaided  against  the  never  changing 
policy  of  Russia,  now  reinforced  by  Germany.  The  dis- 
solution of  this  alliance  would  force  Japan,  in  self  defense, 
over  to  Germany.  Therefore,  the  Anglo-Japanese  Alliance 
is,  as  it  always  has  been,  the  one,  safe,  secure,  guarantee  for 
the  peace  of  Asia,  menaced  by  Russia,  Germany,  the  weak- 
ness of  China  and  the  preposterous  pretensions  of  America. 

The  United  States  is  at  the  cross-roads  of  the  Future. 
What  course  will  she  pursue?  President  Wilson  seems  to 
think  that  the  League  of  Nations  will  solve  the  problems 
of  the  world.  But  unless  the  League  can  guarantee  Japan 
against  the  inevitable  come-back  of  Russia  and  Germany, 
she  dare  not  relinquish  her  strategic  positions  in  Manchuria. 
The  weakness  of  China  invites  her  extinction  as  a  nation. 
As  long  as  Russia  is  permitted  to  hold  her  base  in  northern 
Manchuria  and  retain  Mongolia  under  her  "protection," 
Japan,  in  self  defense,  must  maintain  at  all  costs,  at  all 
hazards,  her  position  in  the  southern  half  of  Manchuria 
and  in  Inner  Mongolia.  The  banks  of  the  Sungari  and  the 
proposed  new  railways  traversing  the  borderlands  of  Inner 


*WhiIe  we  ai'e  vociferating  against  Japan  in  tlie  halls  of  Congress  and 
widening  the  breach,  are  we  paying  attention  to  the  propaganda  for  the  rap- 
prochement between  Germany  and  Japan?  Have  we  noted  the  articles  by 
Maximilian  Harden,  appearing  in  the  American  press,  openly  bidding  for 
Japanese  sympathy?  Have  we  taken  to  heart  the  Associated  Press  dispatch 
from  Berlin,  dated  July  21,  informing  us  that  Count  Reventlow  favors  court- 
ing the  friendship  of  Japan  in  the  new  world  line-up?  "Warning  his  read- 
ers against  a  single  tread  of  the  German  Foreign   Policy,"   he  says: 

"The  eyes  of  Germany  mn^t  also  be  turned  in  the  direction  of  the  Euro- 
pean east  and  we  must  not  forget  that  Japan  was  the  Powier  among  our  foes 
xohich  during  the  progress  of  the  war  did  not  manifest  intetise  hatred  and 
will  for  annihilation,  where  a  strong  current,  even  if  suppressed,  in  favor  of 
Germany  was  visible,  which  treated  our  prisoners  far  better  than  other  Pow- 
ers, and  which  alone  of  all  our  foes  demonstrated  herself  a  nation  of  cndture. 

"The  union  of  Powers,  which  calls  itself  the  League  of  Nations,  if  it  be- 
comes a  fact,  and  is  able  to  assert  itself  any  length  of  time,  will  be  nothing 
but  an  epitome  of  Anglo-Saxon  world  domination  which  will  absolutely  con- 
trol  the   highest  markets." 

If  this  is  not  the  opening  shot  in  the  new  German  propaganda,  aimed  at 
Japan  through  the  kindly  medium  of  the  American  press,  I  don't  know 
what  to  call  it.  Reventlow  .asserts  that  the  Germans  must  swarm  over  to 
the  east,  and  here  he  clearly  foresees  that  the  only  obstacle  to  the  attainment 
of  their  desires  is  Japan.  While  the  United  States  Senate  and  the  Chinese- 
American  lobby  are  doing  their  best  to  estrange  Japan  and  America,  the  Ger- 
mans are  making  the  best  of  their  ojiportunity,  and,  as  they  cannot  reach 
the  Japanese  direct,  are  employing  the  American  press  to  carry  on  their 
propaganda. 
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Mongolia  become  her  strategical  frontiers  with  their  bases 
in  the  Liaotung  Peninsula  and  Korea. 

President    Wilson    hopes   that    these    railways    may   be 
pooled  or  neutralized  under  the  provisions  of  the  new  Con- 
sortium ;  but  will  this  financial  internationalization  carry 
with  it  the  guarantee  of  international  armed  support  in  the 
event  that  Russia  and  Germany  ever  menace  these  regions 
from  their  secure  bases  in  Central  Asia?     There  are  not 
ships  enough  in  the  world  to  transport  the  Allied  Armies  to 
the  Gulf  of  Chihli  in  numbers  sufficient  to  withstand  the 
advance  of  a  Teutonized  Russia  operating  from  the  security 
of  her  Central  Asian  strongholds.     It  is  therefore  hardly 
probable  that  the  proposed  financial  internationalization  of 
these  railways,  carries  the  assurance  of  armed  American 
support   to   defend   them   against  Japan's   enemies.      It   is 
however,  entirely  conceivable  if  not  a  positive  fact  that  the 
proposed     internationalization     is     specially     designed     to 
neutralize  these  lines  in  a  military  sense  of  the  word.     If, 
therefore,  they  will  not  or  cannot  be  defended  by  an  inter- 
national force,   the   question   arises :     Will   Japan  be   per- 
mitted to  take  them  over  and  conceded  the  sole  right  to 
utilize  them  as  part  of  her  strategic  defenses ;  for  the  pur- 
pose which  they  were  designed  to  serve? 

Russia  and  Germany  have  not  been  invited  to  form  part 
of  the  new  Consortium.  Germany  may  be  out  of  China 
temporarily,  but  Russia  still  holds  very  important  railway 
rights.  Is  it  expected  that  Japan  will  surrender  to  an 
international  Consortium  her  rights  to  lines  which  con- 
stitute her  strategic  frontiers,  without  a  guarantee  of  armed 
support,  or  the  right  to  exercise  exclusive  military  control 
in  the  event  of  trouble  with  Russia,  when  the  Russian 
military  lines  in  Northern  Manchuria  or  her  proposed 
Mongolian  system  are  not  included  in  the  pool?  Does  the 
American  Government,  in  its  sincere  desire  to  assist  China, 
ask  Japan  to  surrender  her  right  to  protect  herself,  while 
ignoring  the  special  position  of  Russia?  If  so,  then  it  may 
be  taken  for  granted  that  the  Japanese  railway  projects 
in  Manchuria  and  Inner  Mongolia  will  never  be  willingly 
pooled  in  any  international  combination. 

If  Japan  refuses,  will  criticism  be  directed  against  her 
action ;  will  she  be  accused  of  selfishness,  aggressiveness, 
and  a  desire  to  menace  the  independence  of  China?  It  is 
fair  to  ask  the  question ;  have  all  the  other  projected  rail- 
ways in  China  been  included  in  the  proposed  pool?     I  may 
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state  with  authority  that  one  of  the  most  important  con- 
cessions held  by  the  French,  is  not,  and  will  not,  be  in- 
cluded. This  contract  is  held  by  the  French  Banque  Indus- 
trielle  de  Chine,  and  constitutes  the  southern  half  of  the 
great  north  and  south  Russo-Belgo-Franco  scheme  to  divide 
China  by  strategic  railways  to  further  the  designs  of  Rus- 
sia upon  Britain's  position  in  India.  It  commands  the  en- 
trance to  the  eastern  passes  into  Tibet,  and  will  connect  at 
Chengtu  with  the  northern  section  of  this  strategic  line, 
whose  terminus  is  at  Tatungfu  on  the  borders  of  Mongolia, 
also  the  future  terminus  of  the  trans-Mongolian  line  to 
Urga  and  Kiachkta.  The  northern  section  of  this  line  will 
not  be  pooled,  perhaps,  because  the  bankers  deem  it  too 
costly  and  unprofitable,  but  in  either  case,  the  Belgo-Russo- 
Franco  rights  will  be  preserved.  They  will  go  into  cold 
storage  against  the  day  when  they  are  needed.  Do  we  labor 
under  the  delusion  that  Russia  is  so  occupied  with  her  Bol- 
sheviks and  pogroms  that  her  leaders  have  overlooked  their 
traditional  policy  in  Asia  or  China?  At  the  time  the  rep- 
resentatives of  the  official  groups  were  sitting  in  Paris  the 
manager  of  the  Russo-Asiatic  Bank  was  off"ering  the  most 
attractive  inducements  to  independent  French  bankers  to 
assist  in  financing  the  northern  Manchurian  railways.  He 
then  visited  the  United  States  on  the  same  business.  He 
probably  failed  at  this  time  to  obtain  the  support  of  any 
American  bankers,  but  Russia  can  wait.  She  is  in  no  hurry. 
It  will  be  easy  enough  within  a  few  years  to  finance  the 
strategic  northern  Manchurian  lines  under  cover  of  a  Rus- 
sian reorganization  loan  or  some  special  municipal  or  other 
financial  transaction.  It  will  never  appear  on  the  market 
as  a  loan  for  a  Chinese  Government  railway.  Som^  good 
natured  American  banker  will  raise  a  loan  for  internal  im- 
provements in  Russia,  under  some  special  guarantee  and 
the  proceeds  will  build  the  much  needed  railways  in  the 
Far  East.  Or,  she  can  wait  until  her  old  French  and  Bel- 
gian friends  are  on  their  financial  feet  and  they  will  find 
the  way  to  assist  her  in  order  to  save  their  old  investments. 
It  is  all  very  simple  with  Russia.  So  here  we  have  a  highly 
idealistic  internationalization  scheme  for  the  elimination 
of  spheres  of  interest  in  China,  which  leaves  out  of  con- 
sideration the  strategic  lines  that  are  some  day  destined 
to  be  employed  in  squeezing  the  life  out  of  India  and  Japan, 
to  say  nothing  of  China.  The  casual  student  of  inter- 
national politics  may  declare  that  this  is  far-fetched,  but 
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they  forget  we  are  dealing  with  a  Power  whose  policy  never 
changes,  and  who  will  not  long  remain  quiescent.  The  day 
will  arrive  when  these  rights  will  be  taken  out  of  the  re- 
frigerator and  the  forward  movement  resumed  where  it 
left  off.  Russia  is  never  in  a  hurry.  As  long  as  her  French 
friends  hold  on  to  the  Yamchow-Yunnan-Chungking  line 
and  her  Belgian  Agent  graciously  assents  to  side-tracking 
the  Tatung-Chengtu  and  Lung-Hai  schemes,  her  position 
will  be  fully  preserved. 

We  ask  Japan,  whose  existence  depends  upon  the  con- 
struction  and   control   of  her  strategic   railways   in   Man- 
churia, to  meekly  accept  our  rather  crude  conception  of 
the  rules  of  Asiatic  strategy,  which  places  her  at  the  mercy 
of  Russia,  while  leaving  Russia  out  of  the  combination.    If 
Japan  is  to  surrender  all  her  special  railway  rights  and 
concessions  and  forego  her  position  in  Manchuria,  must  not 
Russia  set  the   example?     The   American   Government   is 
fully  cognizant  of  the  Russian  policy.    We  ran  foul  of  it  in 
the  matter  of  the  Chinchow-Aigun  and  the  Inner  Mongolian 
Lines  of  the  Siems-Carey  contract.     Russia  told  us  with 
almost  brutal  diplomatic  frankness  to  mind  our  own  affairs, 
that  American  capital  cannot  be  permitted  to  conflict  with 
policies  she  deems  essential  to  her  self  preservation.     We 
have  acquiesced.     Yet  the  acceptance  of  this  selfish  Rus- 
sian railway  policy  in  Asia,  condemns  the  Chinese  to  con- 
finement within  the  territories  south  of  the  Great  Wall, 
and  contributes  to  the  intensification  of  a  racial  problem 
which  unless  a  solution  is  found,  will  be  forced  over  upon 
our  shores.    Russia  is  protected  and  encouraged  in  her  cam- 
paign of  aggression  which  menaces  the  life  of  Japan  and 
the  peace  and  happiness  of  the  United  States;  she  is  not 
requested  to  surrender  or  pool  her  rights.     She  is  immune 
from   attack   or   even    criticism,   the   world   applauds   her 
energy  and  ruthless  methods  of  warfare,  but  Japan,  with 
her  back  against  the  wall,  is  expected  to  conform  to  our 
narrow  ideals  and  accept  the  gift  of  the  silken  cord  we 
hand  to  her  in  her  hour  of  need.    In  this  phase  of  the  prob- 
lem, idealistic  diplomacy  is  following  the  lead  of  China  and 
playing  the  Russian  game  for  the  undoing  of  Japan. 

Again,  if  Japan  consents  to  pooling  her  Manchurian 
and  Inner  Mongolian  railway  rights  with  the  Consortium, 
what  assurance  will  she  receive  that  they  will  ever  be 
financed?  It  is  most  important  to  remember  that  China 
has  contracted  for  the  financing  and  construction  of  about 
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11,000  miles  of  new  railways,  the  loans  for  which  have  still 
to  be  placed  on  the  market,  and,  under  changed  financial 
conditions,  increased  costs  of  labor  and  materials,  they  will 
call  for  loans  aggregating  $900,000,000.  It  goes  without 
saying  that  this  sum  could  not  be  raised  in  the  next  fifteen 
years  for  Chinese  railways  under  Chinese  Government 
guarantee.  If  all  the  railway  contracts  are  pooled  what 
expectation  can  the  Consortium  hold  out  that  it  will  even- 
tually issue  all  these  loans?  When  will  the  Japanese  con- 
cessions be  financed?  Who  will  receive  preference  in  these 
matters?  The  answer  is  quite  obvious;  the  concessions 
held  by  the  original  official  Groups  who  still  compose  the 
Consortium,  will  have  first  consideration.  This  means  that 
the  Hukwang  lines  will  be  financed  first,  calling  for  new 
loans  approximating  $100,000,000.  This  will  be  about  all 
the  Consortium  can  raise  on  the  Chinese  Government 
guarantee,  in  the  next  five  years.  In  other  words,  the  Con- 
sortium cannot  possibly  carry  out  the  huge  task  of  provid- 
ing capital  for  all  the  railway  and  industrial  undertakings 
that  it  asks  to  be  pooled.  It  can  give  no  assurance  to  Japan 
that  her  railways  will  receive  attention  in  ten  years,  if 
then.  The  pooling  of  the  Japanese  lines  simply  means  turn- 
ing over  her  rights  to  be  placed  in  cold  storage  until  such 
time  as  the  Consortium  is  inclined  to  issue  a  loan  for  their 
construction.  By  that  time,  the  Russians  and  Germans  will 
again  be  active  in  Central  Asia,  and  Japan's  opportunity 
to  dig  herself  in,  and  defend  herself  will  be  lost.  She  will 
have  committed  hari-kari  to  satisfy  the  idealistic  dreams 
of  impractical  but  well  intentioned  statesmen.  There  will 
be  no  limitation  or  restrictions  on  Russia,  but  Japan  must 
not  only  surrender  her  rights  and  policies  but  make  im- 
possible the  financing  of  her  strategic  railways.  There  is 
only  one  honorable  way  to  ask  Japan  to  surrender  her  right 
to  defend  her  independence.  She  must  either  be  assured 
of  immediate  armed  assistance  or  the  guarantee  that  her 
railways  will  receive  immediate  attention  from  the  Con- 
sortium with  the  right  of  taking  over  exclusive  control  of 
the  lines  in  the  event  her  position  is  threatened.  As  the 
guarantee  of  immediate  armed  assistance  cannot  be  given, 
owing  to  the  impossibility  of  transporting  a  sufficiently 
large  army  to  Eastern  Asia  in  time  to  be  of  any  use,  then 
the  only  solution  is  the  alternate  one  of  conceding  her  ex- 
clusive military  control  of  the  lines,  and  immediate  financial 
assistance  for  their  construction. 
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Russia  may  not  join  the  League  of  Nations,  or  sub- 
scribe to  its  Covenant  in  its  present  form.  The  League 
cannot  admit  Russia  as  a  Member  State  without  accepting 
her  policies  and  all  they  stand  for.  If  Russia  does  be- 
come a  Member  of  the  League,  will  not  the  other  States 
have  to  pledge  themselves  to  the  preservation  of  territories 
now  embraced  within  the  Empire;  territories  stolen  from 
other  peoples  and  essential  for  their  peaceful  expansion  and 
development;  territories  still  in  dispute,  the  breeding 
grounds  for  future  wars  that  will  eclipse  in  horror  all  that 
have  gone  before?  As  a  member  of  the  League,  Russia 
will  hold  firm  to  all  policies  deemed  vital  to  her  security 
in  the  same  manner  that  other  Great  Powers  have  de- 
manded and  received  respect  for  their  own.  In  the  event 
of  a  diiference  of  opinion  with  the  Council  of  the  League, 
and  she  refused  to  obey  its  mandates,  there  is  no  power 
in  the  world  that  can  dictate  to  Russia,  especially  in  terri- 
tories east  of  the  Urals.  Russia  is  supreme  in  Asia,  safe 
from  the  armies  and  navies  of  the  Allies ;  her  only  an- 
tagonist, the  only  Power  she  respects,  is  Japan,  or,  it  may 
be  said  that  the  only  force  that  can  bring  her  to  reason,  is 
Japan  leagued  with  a  strong  China.  So,  an  analysis  of 
the  situation  discloses  that  Japan  is  asked  to  sacrifice  her 
hard  won  position  to  the  proposed  Consortium  and  expose 
herself  once  more  to  the  fury  of  a  Russian  revenge. 

One  more  observation  on  this  angle  of  the  problem  and 
I  am  finished.  Russia  is  not  a  member  of  the  new  Consor- 
tium, she  is  down  and  out  politically  and  financially,  and 
it  is  confidently  expected  that  it  will  take  some  years 
to  recover  her  position.  She  has  no  money  to  lend  to  China, 
but  it  must  not  be  forgotten  that  she  holds  valuable  con- 
cessions, and,  she  has  friends.  Now,  all  the  money  in  the 
world  is  not  controlled  by  the  new  Consortium.  Far  from 
it.  Once  before,  the  Powers  ignored  Russia  in  the  organ- 
ization of  the  Four  Power  Group,  and  they  received  a 
severe  lesson.  In  fact,  it  brought  about  a  return  to  the 
closed  sphere,  and  the  penetration  of  Russia  into  the  heart 
of  the  cherished  British  preserves.  There  are  several  neu- 
tral agents  who  might  again  be  persuaded  to  come  to  the 
assistance  of  Russia,  especially  a  new  Russia  guided  by 
Germany.  There  are  enough  surplus  funds  for  investment 
in  Scandinavia,  Holland,  Switzerland  and  Spain  to  justify 
the  creation  of  a  little  neutral  group  of  money-lenders 
operating  under  the  direction  of  Germany  or  Russia,  who 

148 


could  make  things  most  uncomfortable  for  any  new  Four 
Power  combination  that  leaves  them  out  in  the  cold.  And 
no  matter  what  reasoning  or  logic  we  may  employ  to  justify 
the  belief  that  Belgium  and  France  are  out  of  the  race, 
we  must  not  overlook  the  fact  that  these  nations  may 
quickly  recover,  and  the  bonds  of  gold  that  linked  them 
with  Russia  before  the  war  will  be  sufficiently  strong  to 
compel  them  to  resume  relations  for  the  protection  of  former 
investments.  In  fact,  the  French  and  Belgian  bankers 
leagued  with  Russia  in  China  and  the  Far  East,  may  see 
that  Russia's  interests  are  protected,  and  as  the  oppor- 
tunity presents,  will  find  sufficient  funds  to  enable  her  to 
carry  out  the  most  profitable  of  these  concessions,  the  Con- 
sortium to  the  contrary  notwithstanding.  As  Russia  once 
before  broke  the  power  of  the  old  Consortium  by  entrusting 
her  interests  to  Belgium  and  France,  so  she  may  again  do 
the  same  thing.  Germany,  perhaps,  may  organize  a  quiet 
little  group  of  her  own,  and  throw  the  proverbial  "monkey 
wrench  into  the  well  oiled  machinery".  And  China  will 
open  her  arms  to  any  outside  combination  that  will  lend 
her  money ;  she  will  welcome  the  opportunity  to  break  the 
power  of  the  Consortium,  especially  to  do  business  with 
her  German  friends  and  secret  Russian  allies.  As  long 
as  China  remains  a  sovereign  state,  there  is  no  power  that 
can  prevent  her  government  from  entering  into  these  deals 
with  independent  financiers.  If  the  Russians  or  Germans 
refrain  from  organizing  such  a  group,  which  is  most  un- 
likely, China  herself  will  initiate  the  negotiations  to  bring 
about  such  a  desirable  situation.  In  fact,  it  may  be  said, 
that  she  is  already  engaged  in  this  undertaking. 

With  these  truths  before  us,  the  question  is  bound  to 
arise:  what  is  the  real  object  of  the  new  Consortium?  Of 
course,  we  have  read  all  the  official  publicity  on  the  subject, 
and  admire  the  great  aims  and  objects  of  the  ideals  behind 
the  invitation  of  the  President.  But  careful  analysis,  tells 
us  that  it  hides  a  Russian  or  Chinese  plan  for  the  undoing  of 
Japan,  Why  then,  the  unseemly  haste  in  organizing  a  Con- 
sortium to  take  over  all  railway  and  industrial  concessions 
in  China,  until  we  know  exactly  just  where  Russia  will 
stand  on  the  question?  Why  penalize  Japan  and  invite 
her  to  commit  hari-kari  by  handing  her  over  bound  in  chains 
to  her  deadly  enemy?  It  is  clearly  evident  that  these 
thoughts  have  never  occurred  to  the  American  Government, 
and  we  must  absolve  the  State  Department  of  any  intention, 
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however  slight,  to  injure  the  rights  and  strategic  position 
of  Japan. 

It  is  also  clearly  apparent  that  Japan  cannot  expose 
her  national  existence  to  possible  extinction  in  order  to 
gratify  the  one-sided  American  idea  of  justice  to  China, 
and,  therefore  she  cannot  be  expected  to  quietly  hand  over 
the  rights  to  these  projected  strategic  railways  in  Manchuria 
and  Inner  Mongolia  to  any  well  disposed  Consortium  with 
Russia  on  the  outside  free  to  indulge  at  any  time  in  her  old 
game  of  annexation  or  hasten  her  revenge  upon  Japan. 

If  the  American  people  value  the  friendship  of  Japan ; 
if  we  look  to  her  to  preserve  the  world  from  the  Russo- 
Germanic  menace  and  send  her  valiant  sons  once  more  to 
the  front  when  the  inevitable  hour  strikes  for  the  next 
sacrifice  upon  the  plains  of  Central  Asia;  then  we  are 
making  a  grave  mistake,  committing  a  great  injustice  to 
her  and  ourselves  in  advancing  any  proposition  that  will 
tend  to  destroy  her  outer  defenses,  her  strategic  frontiers 
embraced  in  the  highly  important  military  railways  in  Man- 
churia and  Inner  Mongolia  ceded  to  her  after  many  refusals 
bv  the  Chinese  in  return  for  much  needed  cash  advances. 


XXI 


JAPAN'S  BURDEN. 

It  is  perhaps  too  early  to  discuss  or  pass  judgment  on 
the  outcome  of  the  negotiations  for  the  organization  of  the 
new  Consortium.  It  is  still  in  the  making.  It  is  safe, 
however,  to  make  the  following  observations.  The  British 
and  French  Groups  have  unreservedly  accepted  the  princi- 
ples outlined  in  the  President's  invitation.  This  is  simply 
sound  business  judgment.  The  British  or  French  Groups 
could  hardly  do  otherwise,  when  the  American  Government 
signified  its  willingness  for  the  American  Group  to  carry 
their  participation  in  the  loans  until  such  time  as  they 
could  take  over  their  share  of  the  burden.  But  this  alacrity 
of  the  official  British  and  French  financial  Groups  in  accept- 
ing the  American  principles,  bears  no  relation  to  the  higher 
policy  pursued  by  their  national  representatives  on  the 
Peace  Conference  as  expressed  in  the  Shantung  decision. 
The  Big  Two  cast  their  vote  for  the  perpetuation  of  special 
spheres  of  interest,  while  the  unoflficial  spokesmen  for  the 
nation,  in  their  capacity  as  Heads  of  the  financial  groups, 
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to  enter  iiitu^p  doctrine  diametrically  opposed  to 
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more    favorable    opportunity    to    place    its    bonds    on    the 
market. 

The  position  of  the  official  British  Group  is  fundament- 
ally the  same,  but,  with  this  distinction.     All  the  British 
railway  concessions  are  located  within  the  Yangtsze  Valley. 
Aside  from  the  inducement  to  finance  them  over  the  next 
few  years,  held  out  by  the  Americans,  the  political  and 
strategical  aspects  of  the  concessions  are  such  that  Great 
Britain  is  quite  willing,  nay,  most  anxious,  to  place  these 
lines  in  an  international  pool  with  America,  France  and 
Japan,   her   natural   allies   and   friends.      It   is   extremely 
doubtful,  however,    if    British  interests  would  surrender 
their  preferred  position  in  the  Yangtsze  if  the  Consortium 
included  Germany  and  Russia.    The  new  line-up  is  an  addi- 
tional guarantee  to  Britain's  strategical  position  in  Asia ; 
it  erects  a  barrier  across  the  center  of  China,  which  Amer- 
ica may  be  called  upon  to  defend  against  the  inevitable 
"come-back"  of  Russia  and  Germany.     Russia  is  thereby 
separated  from  her  old  French  Ally,  and  the  strategical 
menace  of  the  Belgian  lines  neutralized.     In  order  to  reach 
the  coveted  northeast  frontiers  of  India,  Russia  alone,  or 
under  the  direction  of  Germany,  would  now  have  to  face 
a  coalition  of  Powers  strengthened  by  the  might  of  the 
United  States.     Britain  has  protected  her  exposed  western 
approaches  to  India  by  extending  her  strategical  frontiers 
to  the  confines  of  Persia,  taking  over  Mesopotamia,  creating 
an  Arab  buffer  state,  and  is  persuading  the  United  States  to 
take  charge  of  Armenia.     The  internationalization  of  the 
Yangtsze  region  commanding  the  approaches  to  India  from 
the  northeast,  and  closing  Tibet  to  development,  guarantees 
the  security  of  India  from  that  side.   Great  Britain  can  rest 
easily  about  the  future  of  her  Empire ;  as  long  as  India  is 
safe,  its  existence  is  secured.     Internationalization  of  the 
Yangtsze  Valley  is,  therefore,  the  complement  of  the  recent 
Persian  understanding.    There  are,  therefore,  sound  finan- 
cial, political  and  strategical  reasons  for  Britain's  readiness 
to  accept  the  principles  underlying  the  new  Consortium ; 
reasons  that  must  appeal  to  the  Americans  who  desire  to 
see  a  permanent  peace  in  the  Orient. 

It  is  necessary  to  emphasize  this  point  in  order  to  more 
fully  appreciate  the  importance  of  Japan's  position  in  the 
north,  and  the  need  of  an  immediate  interpretation  of  the 
duties  and  obligations  imposed  upon  the  Powers  by  the 
operation  of  the  Consortium.  Politically  and  strategically 
speaking,  the  proposed  internationalization  or  pooling  of 
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China's  unbuilt  railways,  solves  nothing.  It  financial  co- 
oneratLn  does  not  guarantee  a  united  armed  intervention 
for  th  due  protecUon  of  the  lines,  then  the  scheme  will 
only  benefit  a  few  favored  banking  groups  entrusted  with 
the  monopoly  of  issuing  the  loans. 

The   first   shock  of   the    inevitable   Russian   or   Russo- 
Germanic  advance  will  be  felt  in  Manchuria  or  Inner  Mon- 
golia;  somewhere  along  the  unprotected  front  ers  of  China 
and   if  China  is  left  to  wobble  along  as  she  has  in  the  past 
she  w  11  give  way  and  open  the  gates  that  will  destroy  no 
ontv    herself     but    Japan.      The    British    position    m    the 
vingtsze  ca^   be  seriously  endangered  only  through  the 
Sete  defeat  of  Japan.     If  Japan  should  go  under  m 
uXa  trial  of  strength,  the  Yangtsze  barrier  would  prove 
no  obstacle  to  the  victor's  further  progress  toward  India. 
Tf  Tanan  is  crushed,  the  fate  of  India  is  sealed. 

It  may  be  taken  for  granted  that  financial  international- 
ization of  the  projected  Sino-Japanese  ™>l™y;  '"  f^^^" 
churia  and  Inner  Mongolia  does  not  carry  with  it  a  guaran- 
ee  of  international  armed  assistance,  for  the  very  practical 
reason  that  it  would  be  most  difficult  to  transport  a  huge 
army  from  America  or  Europe  to  that  part  of  the  world  at 
?hTmoment  its  assistance  would  be  most  urgently  needed 
o  reinforce  Japan.    It  may  also  be  taken  for  granted  tha 
in  the  event  of  such  a  contingency  arising,  the  financial 
internatTonalization  of  these  lines  could  not  effec  ively  neu 
Iralize  them  or  prevent  their  employment  for  purely  military 
purposes   by  the   armies   holding  the   territories   through 
which  they  pass.     The  simple  fact  that  they  were  part  y 
Inanced  by  Japan  would  in  itself  make  them  a  legitimate 
obfect  of  attack.     If,  therefore,  financial  internationaliza- 
tion fails  to  guarantee  international  armed  assistance  to 
Janant  the  event  of  hostilities,  why  hamper  and  obstruct 
hrful  and  free  use  of  these  railways  for  her  own  pro 
tection,  which,  on  analysis,  means  «<e  Preserva^on  of    he 
v,;„hp«t  interests    of    the    United  States  and  the   Brit  sh 
Sre'    Whfnot  concede  to  Japan  full  liberty  of  action 
and  free  access  to  the  financial  markets  of  the  wor  d  to 
make  her  0^  arrangements  for  the  raising  of  the  loans 
nprpdsarv  for  their  construction? 

Why  a  tempt  to  penalize  Japan  at  this  time,  by  binding 
her  hand  and  foot,  to  await  the  pleasure  of  an  .nternational 

co'^Wnation  to  fi'nance  her  -"-  .*'^„f 'fjp'an'  r"  Iways 
their  own  pet  schemes?  The  pooling  of  Japan  s  raiiw^s 
staply  means  they  will  not  be  financed  under  the  Censor- 
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tium.  In  the  first  place,  the  Consortium  is  not  only  unwork- 
able, but  can  only  last  about  two  years ;  three,  at  the  most. 
It  will  then  have  to  be  abandoned.  There  are  excellent  rea- 
sons behind  this  statement  which  are  not  necessary  to  ex- 
plain here.  It  is  a  financial  impossibility  within  the  next 
fifteen  years  to  raise  the  loans  required  to  construct  the 
railways  that  China  has  already  contracted  for.  This  does 
not  include  the  many  necessary  administrative  and  indus- 
trial loans.  The  old  Groups,  with  a  renewed  lease  of  life, 
will  take  up  their  work  in  China  where  they  left  off;  their 
immediate  transactions  will  be  a  Reorganization  and  Cur- 
rency Reform  Loan,  and  railway  activities  confined  exclu- 
sively to  the  Hukwang  and  Yangtsze  Valley  lines.  Japan 
may  sit  in  the  corner  with  other  concession  holders,  waiting 
for  the  Consortium  to  get  around  to  her  urgent  strategic  re- 
quirements. The  Consortium  will  not  hazard  offering  a  rail- 
way loan  to  the  public  until  other  more  pressing  reorganiza- 
tion advances  have  been  negotiated  that  will  tend  to 
strengthen  the  Chinese  Government's  credit.  The  Chinese 
Government  guarantee  to  these  huge  railway  loans,  is,  at  the 
present  time,  most  inadequate  to  insure  acceptance  by  the  in- 
vesting public.  Before  the  Consortium  can  place  such  loans 
upon  the  market  with  any  assurance  of  successful  flotation, 
many  radical  reforms  will  have  to  be  made  in  China's  mon- 
etary, revenue  and  administrative  systems.  China  is  now 
meeting  her  obligations,  but  in  doing  so  has  bankrupted  her 
credit.  Her  unsupported  guarantee  to  any  large  loan  is 
worthless.  The  only  chance  for  the  success  of  an  immediate 
Chinese  railway  loan  issue  lies  in  its  being  super-guaran- 
teed by  the  interested  Powers  behind  the  Consortium,  and 
this  obligation  they  will  not  assume  while  China  is  slowly 
disintegrating  before  their  eyes. 

Japan,  however,  stands  ready  to  extend  her  guarantee 
to  Chinese  Government  loans  destined  for  the  construction 
of  railways  deemed  essential  to  her  strategic  security.  The 
contracts  for  these  lines  are  already  in  Japan's  possession 
and  would  be  placed  on  the  market  at  once  if  the  American 
Government  had  not  sent  out  the  invitation  for  the  organ- 
ization of  the  new  Consortium,  which,  it  was  hoped,  will 
take  over  all  railway  loan  contracts  secured  on  the  revenues 
of  the  Central  Government. 

Is  Japan  to  be  denied  her  opportunity  to  compete  in 
the  financial  markets  of  the  world  for  raising  these  railway 
loans  so  urgently  required  for  her  own  protection?     Is  it 

154 


not  the  better  policy  to  concede  Japanese  bankers  full  liberty 
of  action  to  offer  these  Chinese  loans  to  the  public,  with  the 
added  guarantee  of  the  Japanese  Government,  that  will 
make  them  a  safe  and  acceptable  investment?  Are  we  not 
penalizing-  a  faithful  Ally  and  friend,  an  Ally  that  we  must 
henceforward  rely  solely  upon  to  guard  eastern  Asia  against 
the  advance  of  the  Teutonized  Slavic  hosts,  by  insisting  on 
the  pooling  of  rights  that  will  place  them  in  cold  storage 
until  too  late  to  be  of  service  in  the  common  Allied  and 
American  cause?  While  Russia  is  paralyzed  and  before 
Germany  can  weld  the  Slav  masses  into  another  formidable 
military  machine,  while  there  is  yet  time  to  prepare,  is  it 
not  prudent  and  wise,  nay,  imperative,  that  Japan  be  per- 
mitted to  dig  herself  in  along  the  frontiers  upon  whose 
defense  depends  the  preservation  of  her  national  existence? 
Advocates  of  China  who  have  never  viewed  the  problem 
from  this  angle,  who  would  rather  see  Russia  strangle 
China  than  give  Japan  a  fighting  chance  for  her  life,  who 
have  never  raised  a  voice  in  protest  against  the  many  crimes 
of  Russia  in  Central  Asia,  Manchuria  or  Mongolia,  who  have 
accepted  with  admiration  Russia's  amputation  of  Mongolia 
and  the  closing  of  Tibet ;  these  short-sighted  critics  will 
immediately  take  issue  with  the  above  argument.  They  will 
contend  that  such  a  course  would  cement  Japanese  domina- 
tion over  northern  China ;  that  Peking  will  be  caught  in 
the  jaws  of  a  giant  Japanese  trap ;  that  the  very  existence 
of  China  will  be  menaced ;  that  it  will  tend  to  strengthen 
Japan's  power  in  Asia  and  she  will  proceed  on  her  con- 
quering course  until  she  dominates  the  continent,  and  the 
Western  world  will  be  face  to  face  with  the  dreaded  Yellow 
Peril.  To  this  argument,  the  only  answer  is,  Bosh!,  These 
same  critics  will  forget,  if  they  ever  knew,  that  China  has 
always  played  the  Russian  game;  that  she  invited  Russia 
into  Manchuria  and  opened  the  way  for  her  to  annex  Korea 
and  menace  the  life  of  Japan ;  that  Japan  had  to  fight  one 
terrible  war  to  preserve  her  independence  as  the  result 
of  this  criminal  stupidity  and  colossal  venality  on  the  part 
of  the  Chinese  statesmen ;  that  Korea  was  sacrificed  to 
Russia  by  China's  desire  for  Japan's  downfall ;  that  China 
has  deliberately  weakened  herself  and  invited  the  rape  of 
Mongolia  and  enlarged  the  sphere  of  Russian  aggression ; 
that  China  willfully  placed  herself  in  a  gigantic  Russian 
trap  menacing  the  position  of  Japan  and  Great  Britain ; 
that  China  has  conceded  rights  to  other  powers  which 
circumscribed  her  independence;  that  she  meekly   signed 
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agreements  which  closed  the  door  in  other  parts  of  the 
country;  that  she  has  made  no  outcry  or  registered  any 
protest  when  divested  of  these  rights ;  that  she  has  done 
everything  possible  to  invite  her  own  destruction  and  carrj-- 
Japan  down  with  her;  and  yet  she  sends  the  cry  to  Heaven 
when  the  Japanese  insist  on  protecting  themselves  against 
her  wanton  carelessness  and  criminal  negligence.  There 
is  no  argument  possible  on  these  facts.  To  the  picture 
conjured  up  by  the  Yellow  Peril  and  the  Conquest  of  Asia, 
let  us  look  at  the  other  side, 

Japan  is  an  island  Empire ;  she  has  her  limitations. 
She  can  no  more  hope  to  dominate  the  continent  of  Asia 
than  insular  England  may  dream  of  subjugating  Europe. 
Japan's  first  and  foremost  concern  is  the  preservation  of 
her  precarious  independence,  and  control  over  her  food 
lines  of  communications.  If  she  is  not  to  become  a  great 
naval  Power  and  a  menace  in  the  Pacific,  she  must  obtain 
this  food  supply  from  the  nearby  mainland  and  along  routes 
that  are  easily  defended.  This  she  may  only  obtain  with 
any  assurance  of  certainty,  in  Manchuria,  and  northern 
Manchuria  at  that.  Southern  Manchuria  may  provide  a  cer- 
tain amount  of  food,  but  the  real  granary  of  Eastern  Asia 
lies  in  the  northern  part  of  the  province,  now  under  Russian 
domination.  •  And  Russia  has  no  use  for  it,  except  as  a 
strategic  base  from  which  to  menace  the  life  of  China  and 
Japan. 

If  Japan  should  develop  an  ambition  to  rule  China,  and 
then  Asia,  and  from  this  vantage  point,  the  world;  if  by 
any  miracle  of  organization,  discipline,  or  example,  she 
could  fully  dominate  and  direct  the  millions  of  Chinese;  if 
she  could  infuse  them  with  some  of  her  virile,  manly,  fight- 
ing qualities,  to  take  the  place  of  the  contemptible  cowardice 
that  now  characterizes  their  armed  forces,  and  should 
embark  upon  a  career  of  conquest,  well,  who  would  pay 
the  penalty,  who  would  be  the  first  victim?  Would  they 
not  first  reconquer  the  lands  that  have  been  stolen  from 
them ;  would  not  Japan  oust  Russia  from  the  granaries  of 
the  Sungari  and  the  Amur  basins?  Would  they  not  first 
have  to  fight  for  their  right  to  expand  within  the  lands  that 
God  and  Nature  gave  to  them,  and  from  which  they  have 
been  denied  the  right  of  entrance  by  the  greed  of  Russia? 
Who  then,  will  suffer?  Suppose  Russia  is  given  a  taste  of 
her  own  medicine  and  compelled  to  disgorge  some  of  her 
stolen  plunder,  will  not  the  United  States  have  cause  for 
rejoicing  by  the  elimination  of  the  racial  problem  from  the 
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Pacific?  Will  the  British  Dominions  in  the  Pacific  shed 
any  tears  over  this  turn  in  the  situation  that  will  concen- 
trate the  attention  of  the  Asiatics  into  their  own  continent? 
Will  England  lay  awake  nights  worrying  over  the  fate  of 
Russia?  Will  not  the  whole  world  breathe  easier,  for  a 
century,  at  least,  for  this  solution  of  the  ever  present  racial 
problem  ? 

And,  let  us  suppose  that  the  "terrible  Sino-Japanese 
hosts"  after  settling  scores  with  their  traditional  enemy 
and  cruel  taskmaster,  followed  up  their  victories  east  of 
Baikal,  and  set  out  to  conquer  the  rest  of  Siberia  and  so 
become  a  veritable  menace  to  Western  civilization.  The 
check  can  be  applied  from  the  rear.  China  and  Japan  have 
immense  coast  lines,  their  principal  cities  are  exposed  and 
vulnerable  from  the  sea.  When  the  Western  nations  see 
that  the  "conquering  hosts"  are  getting  too  far  away  from 
their  base  of  supplies  and  becoming  a  real  menace,  the 
remedy  lies  at  their  hand.  The  combined  fleets  of  the 
Powers  hammering  away  at  the  coast  cities  of  China  and 
Japan  would  soon  bring  the  "terrible  Yellow  Peril"  under 
control.  China  and  Japan  can  go  so  far  and  no  further  in 
Asia  without  the  consent  of  the  great  naval  Powers.  For 
this  reason,  there  seems  to  be  little  fear  that  the  wild 
prophecies  of  Japan's  domination  of  Asia  will  ever  be 
realized. 

On  the  other  hand,  if  China  is  not  encouraged  to  place 
her  house  in  order,  and  take  over  her  share  of  the  respon- 
sibilities for  the  common  defense,  some  Power,  other  than 
Japan,  will  dominate  Asia,  and,  if  Russia  and  Germany  get 
there  first,  the  menace  to  the  rest  of  the  world  will  be  infi- 
nitely greater  than  if  Japan  stepped  in  now  and  brought 
order  out  of  chaos.  There  is  no  argument  over  this  point. 
It  is  a  self-evident  truth.  If  Japan  is  not  permitted  to 
organize  China,  a  Teutonized-Russia,  will,  in  time,  take 
over  the  job,  and  wipe  Japan  off  the  map. 

XXII 

CHINESE-AMERICAN  INTRIGUES. 

I  have  indicated  that  the  political  aspects  of  the  Amer- 
ican Open  Door  Doctrine  providing  for  the  preservation  of 
the  independence  of  China,  constituted  an  interference 
with  the  basic  policies  of  other  nations  whose  existence  was 

157 


placed  in  jeopardy  through  the  weakness  and  venality  of 
the  Chinese  Government.  I  have  also  brought  forward  con- 
clusive evidence  that  these  other  Powers  whose  interests 
are  most  vitally  concerned,  have  refused  to  recognize  our 
right  to  meddle  in  their  affairs.  The  so-called  American 
Open  Door  doctrine  has  been  shorn  lof  all  political  force. 
It  has  never  been  invoked  to  stop  any  European  Power  from 
working  its  will  in  China.  It  has  not  acted  as  a  restraint 
upon  Russia  or  her  Ally,  nor  upon  Great  Britain.  It  cannot 
be  dragged  out  of  its  closet  and  employed  as  a  bugaboo  to 
frighten  Japan  with.  The  door  is  open  for  American  trade 
and  commerce  but  closed  to  railway  loans  and  enterprises 
that  endanger  the  strategic  position  of  Powers.  In  the  be- 
ginning of  the  diplomatic  struggle  for  control  of  these  spe- 
cial spheres,  no  specific  opposition  existed  against  American 
participation  in  the  financing  of  Chinese  Government  rail- 
ways, but,  as  time  elapsed,  and  American  financiers  lent 
themselves  to  Chinese  intrigue  and  were  made  the  cat's-paw 
of  China  in  the  attempt  to  destroy  the  positions  of  other 
Powers,  antagonism  was  aroused,  becoming  more  and  more 
acute,  until  it  crystallized  into  a  firm  determination  to 
freeze  us  out.  Bereft  lof  capable  advice  on  the  international 
political  situation  in  China,  American  financiers  were  easily 
influenced  and  led  into  the  meshes  of  intrigue  through  the 
bait  of  a  profitable  loan  or  concession.  Americans  clung 
tenaciously  to  their  one-sided  idea  lof  a  Square  Deal  for 
China,  and  Chinese  officials,  always  hoping  that  the  day 
would  arrive  when  our  Government  would  support  by  force 
its  oft-declared  policy,  played  upon  our  sympathy  and  en- 
ticed us  onward  to  defeat. 

It  is  only  necessary  to  make  the  simple  statement  that 
not  one  single  concessio7i  or  loan  granted  by  the  Chinese 
Government  to  Americayis  has  proven  a  success,  and,  in  the 
majority  of  cases,  the  acquired  American  rights  are  simply 
so  much  paper,  tvhich  can  be  realized  upon  only  by  resorting 
to  hostilities.  This  statement  is  based  on  the  undisputed 
fact  that  most  American  loans  to  China  have  originated, 
not  as  sound  business  propositions,  but  in  Chinese- American 
intrigue  to  pit  this  country  against  the  other  Powers, 
especially  Japan.  China  is  not  willing  to  fight  her  own 
battles,  but  has  no  hesitancy  in  creating  situations  which 
might  set  other  nations  fighting  amongst  themselves.  Labor- 
ing under  the  delusion  that  the  door  was  open,  Americans 
have  walked  blindly  into  the  trap. 
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The  creation  of  the  original  American  Financial  Group 
was    the    direct    loutcome    of    Chinese-American    intrigue 
against  Japan  in  Manchuria.     It  is  only  necessary  to  recall 
the  intimate  relations  that  existed  between  Tang  Shao-yi, 
then  Governor  of  Mukden,  and  the  American  Consul-Gen- 
eral  at  the  same  place,  the  late  Willard  Straight,  and  the 
reason  for  their  joint  visit  to  the  United  States  in  1908, 
to  illustrate  the  point.    Ignoring  Russia's  presence  in  north- 
ern Manchuria,  the  Chinese  argued  that  Japan  was  the  real 
menace  to  her  independence,  and  induced  the  Americans, 
under  promise  of  lucrative  business,  to  see  the  situation 
through  their  glasses.     China  never  dared  to  intrigue  so 
openly  against  Russia.     Her  Central  Asian  borders  were 
hidden  from  the  prying  eyes  of  the  Western  World,  and 
she   well   knew   what   the   penalty   would   be.     When   Mr. 
Straight's  ideas  prevailed  with  the  State  Department,  and 
the  American  Group  was  organized,  and  he  was  dispatched 
to  Peking  as  its  representative,  with  the  full  support  of 
the  government,  the  policy  followed  was  one  calculated  to 
bring  about  a  concerted  opposition  of  the   Powers.     The 
Chinese-American  promoters  of  this  intrigue  over-reached 
themselves.     They  were  just  a  little  too  cocksure.     When 
they  brought  an  independent  British  contractor  into  the 
Chinchow-Aigun  scheme,  in  the  hope  of  destroying  all  possi- 
ble Japanese  opposition  by  having  the  moral  support  of 
the  British  government,  they  overlooked  the  glaring  truth 
that  the  British  government  was  not  thus  to  be  lightly  led 
into  impairing  the  position  of  its  Ally.     For,  it  was  only  a 
short  time  previous  that  the  same  combination  of  Chinese- 
American  intriguers  had  arranged  the  details  of  the  Hsin- 
muntun-Fakumen    scheme,    in    which    the    official    British 
Group  was  to  have  been  the  medium  for  breaking  the  posi- 
tion of  Japan  in  south  Manchuria.    When  the  British  Gov- 
ernment refused  to  lend  its  support  to  this  outwardly  legiti- 
mate transaction,  it  should  have  told  the  Chinese  plotters 
that  Great  Britain  intended  to  live  up  to  the  letter  of  the 
Scott-Muravieff     understanding    and    the     supplementary 
agreement  covering  the  Imperial  Railways  of  North  China, 
especially  when  Japan  had  succeeded,  in  part,  to  Russia's 
rights.    Japan  was  willing  enough  to  permit  the  construction 
of  the  line,  if  permitted  to  participate.     The  employment 
of  the  independent  British  contractor  was  the  red  rag  to 
the  Russian  bull,  and,  when  it  was  waved  by  an  American 
Group  which  included  the  great  firm  of  financiers  who  had 
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raised  a  loan  for  Japan  during  the  war,  it  only  added  to 
her  other  good  reasons  for  opposing  the  contract.  Before 
the  deal  was  over,  the  representative  of  the  American  Group 
was  using  all  his  persuasive  powers  upon  the  Russian  For- 
eign Minister  at  Petrograd  to  obtain  his  sanction  to  the 
scheme,  and,  when  at  last  he  retired  defeated  from  the 
contest,  the  explanation  given  out  was  that  Isvolsky  was 
intensely  anti-American  because  of  an  episode  which  occur- 
red when  he  was  stationed  at  Washington.  The  intrigue 
against  Japan  strengthened  her  position  and  was  foiled  by 
Russia. 

The  creation  of  the  American  Group  with  its  monopoly 
of  governmental  support  effectively  destroyed  all  possibility 
of  Independent  American  activities  for  the  development  of 
China.    I  am  able  to  make  the  authoritative  statement  that 
coincident   with   the   conversations   between   Mr.    Straight 
and  the  authorities  at  Washington,  that  led  to  the  forma- 
tion of  the  official  Group,  other  banking  interests  in  New 
York  were  taking  the  preliminary  steps  for  entering  the 
field  on  a  non-political  basis.     The  announcement  of  the 
organization  of  the  strong  official  Group  with  its  monopoly 
of  government  support  compelled  abandonment  of  the  inde- 
pendent scheme.    Private  initiative  was  suppressed,    Amer- 
ican enterprise  in  China  was  directed  by  one  man.     Had 
independent  American  capital  been  permitted  a  free  field  in 
China,  we  would  by  this  time,  have  some  sound  investments 
in  that  country  that  would  have  opened  a  profitable  market 
for  our  manufactured  products,  always  provided,  that  the 
bonds  could  be  marketed.    As  it  is,  we  have  nothing,  but  a 
legacy  of  trouble.     At  that  time  there  was  plenty  of  room 
in  China  where  American  capital  would  have  been  welcomed, 
but  the  weight  of  our  politico-financial  activities  was  di- 
rected toward  breaking  the  hold  of  Japan  in  Manchuria. 
The   Chinchow-Aigun   Railway  contract  should  have  con- 
vinced us  that  it  was  no  use  antagonizing  the  European 
combination  unless  we  were  prepared  to  commit  the  folly 
of  going  to  war  with  the  four  strongest  military  Powers 
in  the  world.     It  was  a  diplomatic  and  financial  blunder. 
We  were  lured  onward  by  the  promise  of  rich  concessions 
held  out  by  the  Chinese.     Our  principles  were  correct  and 
proper ;  we  were  well  within  our  treaty  rights,  but  we  over- 
looked the  fundamental  problem.    We  lost  out.     When  our 
government  failed  to  enter  a  protest  against  Russia's  ampu- 
tation of  Mongolia  in  December,  1911,  and  tacitly  accepted 
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the  new  line-up,  we  forfeited  our  rights  to  the  Chinchow- 
Aigun  contract.  We  could  not  have  consistently  protested 
even  if  our  government  was  so  disposed,  as  Russia  simply 
followed  the  precedent  created  by  the  secession  of  Panama 
from  Colombia,  and  our  immediate  recognition  of  its  inde- 
pendence in  order  to  secure  our  strategic  position.  Russia 
took  Mongolia  from  China  in  the  same  way.  When  the 
American  Group  withdrew  in  March,  1913,  and  filed  its 
statement  with  the  Chinese  Foreign  Office  that  it  retained 
all  rights  under  this  contract,  it  was  another  typical  exhibi- 
tion of  our  inattention  to  and  ignoring  of  grave  problems. 
When  we  made  no  protest  against  the  rape  of  Mongolia, 
which  brought  the  Russian  menace  to  Japan's  exposed 
flank  in  south  Manchuria,  we  could  not  seriously  expect  to 
hold  our  rights  to  a  railway  that  automatically  became 
Japan's  strategic  frontier  in  this  region,  an  imperative 
necessity  to  her  defense.  By  ignoring  this  truth,  we  are 
debarred  from  protesting  against  Japan  taking  over  our 
rights.  We  cannot  play  on  the  Russian  side  of  this  intense 
life  and  death  struggle  of  a  nation,  and  deny  Japan's  priv- 
ilege to  defend  herself,  out  of  sympathy  for  China. 

We  scored  a  point  in  the  negotiations  leading  up  to  the 
Hukwang  Loan.  This  may  be  termed  a  brilliant  diplomatic 
success,  but  through  the  precedent  then  created,  we  for- 
feited our  right  to  protest  against  claims  on  China  held  by 
other  Powers,  based  upon  the  existence  of  informal  notes 
or  records  of  verbal  promises.  We  also  created  a  precedent 
for  international  co-operation  so  utterly  unworkable  that 
it  can  never  again  be  applied  to  enterprises  in  China. 

The  Bethlehem  Steel  Corporation  holds  a  most  valuable 
contract  with  the  Chinese  government,  the  details 'of  which 
have  never  been  made  public,  but  it  called  for  a  loan  of 
about  ?20,000,000  for  general  naval  purposes.  It  cost  Mr. 
Schwab  many  thousands  of  dollars  in  lavish  entertainment 
and  occupied  several  months  of  his  vice-president's  precious 
time  in  arranging  the  final  details  of  the  contract  in  Peking, 
and,  in  the  end,  San-Men  Bay  in  Fukien  province  was 
marked  out  for  the  site  of  the  new  naval  establishment, 
thus  again  placing  the  United  States  in  conflict  with  the 
policy  of  Japan.  Had  Nimrod  Sound  in  the  adjoining  prov- 
ince of  Chekiang  been  chosen,  the  Americans  would  un- 
doubtedly have  had  a  lively  commercial  struggle  with  de- 
feated British  interests,  but  this  would  never  have  risen 
to  the  importance  of  a  diplomatic  controversy.     For,  one 
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of  the  suppressed  incidents  in  our  relations  with  Japan  is 
the  call  made  by  Ambassador  Chinda  upon  Secretary  Bryan 
one  morning  in  the  early  part  of  1914,  during  which  the 
latter  was  courteously,  but  nevertheless  firmly,  informed 
that  if  American  capital  was  employed  to  construct  a 
Chinese  naval  base  in  Fukien,  the  Japanese  Government 
would  consider  it  as  an  unfriendly  act.  Once  again,  the 
State  Department  had  to  accept  the  logic  of  the  situation 
and  telegraph  instructions  to  our  Minister  at  Peking  to 
inform  the  Japanese  Minister  that  there  was  no  intention 
of  employing  American  capital  for  the  proposed  naval  base 
in  Fukien.  The  Chinese  authorities  then  hurried  to  save 
their  face  with  Japan,  declaring  they  never  intended  to 
construct  a  naval  base,  anyhow,  that  the  loan  was  to  be  used 
for  other  general  naval  requirements.  But  it  may  be  re- 
marked in  passing,  that  the  Bethlehem  Steel  Corporation 
has  never  been  called  upon  by  China  to  carry  out  its  con- 
tract. Another  perfectly  legitimate  American  business 
proposition  had  the  bottom  knocked  out  of  it,  through  con- 
flicting with  the  basic  policies  of  Japan,  who,  in  turn,  simply 
followed  the  formula  accepted  by  the  United  States  in  the 
Chinchow-Aigun  agreement,  or  the  same  doctrine  laid  down 
by  the  Senate  in  opposing  the  leasing  of  a  bay  in  Lower 
California  to  any  foreign  Power  for  any  purposes  whatever. 

It  is  superfluous  to  refer  again  to  the  original  venture 
of  American  capital  in  China  in  the  matter  of  the  old 
Canton-Hankow  railway  or  repeat  the  story  told  in  the 
preceding  chapters.  If  China  lived  up  to  her  oft-repeated 
assurances  of  friendship  for  Americans,  she  would  never 
have  permitted  the  British  official  institution  to  retain  pos- 
session of  a  concession  the  majority  of  whose  shares  had 
passed  out  of  British  hands,  no  matter  what  the  surround- 
ing political  circumstances  were.  The  Chinese  Government 
penalized  the  Americans,  and  refrained  from  taking  any 
action  against  the  British  Company  after  President  Wilson 
had  applied  principles  that  would,  if  heeded,  have  safe- 
guarded its  administrative  independence. 

The  Standard  Oil  Company  has  its  own  story  to  tell 
about  China.  It  obtained  a  most  valuable  concession  and 
admitted  the  Chinese  to  partnership.  Without  going  into 
details,  it  may  be  said,  after  conducting  the  most  exhaustive 
explorations  and  surveys  and  expending  large  sums  of 
money  and  satisfying  the  requirements  of  officials  appointed 
to  control  the  oil  industry,  they  decided  to  withdraw.  The 
great  oil  fields  were  not  worth  developing. 
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I  have  fully  described  the  American  canal  and  railway 
contracts,  designed  by  the  inner  clique  of  Chinese  officials 
to  embroil  the  United  States  with  the  Four  Allies  at  a  time 
when  they  were  fighting  for  their  life  against  Germany. 
The  organization  of  the  new  American  financial  and  con- 
tracting combination  that  entered  the  Chinese  field  in  order 
to  take  over  these  concessions,  followed  the  same  procedure 
that  led  to  the  creation  of  the  original  Group,  with  the  dif- 
ference that,  instead  of  an  American  Consul-General  being 
the  prime  mover,  the  American  Minister  at  Peking  became 
responsible  for  its  birth  and  activities.  It  was  a  most  re- 
markable instance  of  a  conflict  or  reversal  of  policies.  The 
President  of  the  United  States  had  laid  down  a  hard  and  fast 
policy  based  on  the  highest  American  ideals,  which  prevent- 
ed the  old  Group  from  operating  in  China ;  at  the  time  of  the 
Twenty-one  Demands  he  formulated  a  wise  and  statesman- 
like program  to  avoid  facing  further  serious  issues  with 
Japan  until  the  whole  question  of  China  could  be  placed 
before  an  international  convention.  The  nation  was  unpre- 
pared. Even  had  our  government  desired  to  enter  a  formal 
protest  against  the  activities  of  Japan,  inability  to  support 
our  position  would  have  resulted  in  certain  humiliation. 
The  highest  interests  of  the  nation  demanded  that  our 
diplomacy  shape  itself  along  lines  that  would  avoid  inter- 
national complications.  Festina  lente  should  have  been  our 
motto.  Here  we  have  an  illustration  of  how  easy  it  is  to 
plunge  the  nation  into  hostilities,  without  warning,  without 
the  people  knowing  what  it  was  all  about.  The  President's 
cautious  and  most  commendable  policy  was  immediately  set 
aside,  and  hardly  had  the  ink  dried  on  the  Sino-J[apanese 
treaties,  in  June,  1915,  when  we  find  the  American  Minister 
to  Peking  actively  engaged  in  New  York  encouraging  the 
organization  of  another  group  of  American  financiers  to 
enter  the  Chinese  field  in  search  of  new  concessions.  Not- 
withstanding that  the  nation  was  in  no  position  to  protest 
against  Japan's  acts  in  May,  yet  six  months  later,  when 
America  was  still  under  the  hypnotic  spell  of  pacifist  propa- 
ganda, a  deliberate  challenge  was  thrown  down  to  Japan 
in  the  matter  of  the  Shantung  canal  contract.  The  new 
organization,  led  and  advised  by  the  American  Minister, 
followed  the  identical  policy  and  methods  pursued  by  the 
old  Group,  led  by  the  ex-Consul  General,  in  accepting  the 
Chinchow-Aigun  railway  contract.  Again,  the  Americans 
blundered  into  the  trap  set  by  the  Chinese,  and  we  have 
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the  highly  illuminating  spectacle  of  the  American  Minister 
seeking  permission  from  the  German  Minister  to  operate 
in  the  disputed  territory  of  Shantung,  and  overlooking  the 
diplomatic  courtesy  of  paying  a  similar  call  upon  his  Japan- 
ese colleague.  And  to  cap  the  climax,  we  have  before  us 
the  details  of  the  railway  contract  which  placed  the  United 
States  in  conflict  with  all  the  Allies  over  their  positions  in 
China,  aligning  us  on  the  side  of  Germany.  This  may  be 
diplomacy,  it  may  be  statesmanship  of  the  highest  quality, 
but  under  the  circumstances,  with  the  nation  absolutely  un- 
prepared to  face  the  issue,  and  in  direct  variance  with  the 
policy  laid  down  by  the  President,  it  was  a  wanton 
misuse  of  official  powers,  and  neglect  of  the  highest  interests 
of  the  American  people.  The  American  banking  and  con- 
tracting interests  entered  the  field  with  their  eyes  closed. 
They  made  no  move  in  Peking  without  full  and  frank  con- 
sultation with  the  Minister.  They  had  every  right  to  be- 
lieve that  he  was  following  the  policy  of  the  State  Depart- 
ment and  that  they  would  be  supported.  The  story  has 
been  told.  It  may  be  stated  without  injury  to,  or  reflection 
on,  the  American  Corporation  concerned,  that  it  has  prob- 
ably expended  over  a  million  dollars  in  China  and  is  now 
as  far  away  from  constructing  railways  as  the  day  when 
its  representative  handed  over  his  check  for  $500,000  as  a 
first  installment  on  the  loan.  It  may  begin  active  work  only 
after  the  contract  is  approved  by  the  Chinese  parliament, 
and  then  only  by  some  arrangement  with  the  interested 
foreign  syndicates  whose  governments  hold  prior  rights 
to  all  the  best  railway  locations  in  the  country. 

The  Chicago  Loan  also  had  its  pitfalls.  Again  the  Chi- 
nese handed  over  to  friendly  Americans  a  security  previ- 
ously pledged  to  the  French.  Notwithstanding  a  reasonable 
difference  of  opinion  over  the  matter,  this  invited  and 
brought  about  a  disagreeable  international  incident  in  the 
protest  of  the  American  Kwangsi  railway  and  the  transfer 
of  the  French  minister.  Another  American  syndicate  whose 
prospectus  advertised  the  opening  of  banks,  establishment 
of  steamship  lines  and  creation  of  other  enterprises  in 
China,  also  suffered  because  its  one  asset  was  the  option  on 
a  loan  guaranteed  as  to  principal  and  interest  by  the  Chi- 
nese Government.  The  proclaimed  intention  of  the  com- 
pany was  to  undermine  the  British  cotton  goods  trade  in 
China  during  the  war;  another  blunder  which  bore  the 
earmarks   of  German   intrigue.      In   fact,   aside   from   the 
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American  Group's  participation  in  the  old  Hukwang  Loan 
and  its  rights  under  the  Consortium,  there  is  not  one  single 
instance  of  American  capital  obtaining  a  profitable  con- 
tract in  China  free  from  international  political  com- 
plications. 

I  refer  specifically  to  business  arising  out  of  and  involv- 
ing loans  to  the  Chinese  Government.  It  is  true  that  Ameri- 
can manufacturers  or  their  agents  have  secured  contracts 
for  a  government  cotton  mill,  printing  office,  arms  factory 
and  mint,  and  since  the  commencement  of  the  war  have  sup- 
plied many  of  China's  pressing  requirements  on  a  purely 
commercial  basis.  The  statement  applies  only  to  contracts 
and  concessions  involving  the  raising  of  government  loans. 

I  might,  v^ith  propriety,  cite  the  case  of  a  prominent 
New  York  contractor,  who,  while  on  a  visit  to  Peking  a 
few  years  ago,  was  brought  into  contact  with  the  Chinese 
authorities  through  the  medium  of  a  mutual  friend  and 
given  the  option  on  a  loan  for  the  government.  This  gen- 
tleman represented  all  that  was  best  and  honorable  in 
American  business  life,  imbued  with  the  highest  ideals  and 
sincerely  anxious  to  assist  China  and  advance  American 
interests  in  that  country.  On  his  return  to  the  United 
States,  he  worked  like  a  Trojan,  neglecting  his  own  im- 
portant affairs,  and  finally  succeeded  in  organizing  a  repre- 
sentative independent  financial  group  to  handle  the  loan  on 
the  basis  that  China  should  be  permitted  to  raise  funds 
in  the  open  market  secured  on  the  good  faith  and  general 
revenues  of  its  government  instead  of  hypothecating  a 
specific  security.  He  labored  for  the  recognition  and  estab- 
lishment of  an  ideal,  based  upon  China's  sovereign'  rights, 
placing  her  on  a  plane  of  equality  with  other  solvent  nations. 
He  finally  brought  this  syndicate  together,  and  headed  by 
Lee,  Higginson  &  Company,  arranged  for  an  immediate  ad- 
vance of  $5,000,000  on  the  unsecured  treasury  notes  of  the 
Chinese  Government,  repayable  in  two  years,  and  handed 
over  the  first  installment  of  $1,000,000,  the  balance  to  be 
paid  within  a  week  or  fortnight.  It  was  the  first  time  in 
the  financial  history  of  China  that  its  government  had  been 
accorded  this  mark  of  supreme  confidence,  establishing  a 
precedent  that  China  should  have  been  grateful  for,  and 
safeguarded.  Before  further  payments  could  be  made, 
something  happened.  It  became  impossible  to  carry  out  the 
contract. 

Did  the   Chinese   appreciate  the  efforts   and  sacrifices 


made  in  their  behalf,  and  support  their  agent?  It  is  only 
necessary  to  recall  that  the  Chinese  Minister  at  Washing- 
ton turned  to  a  New  York  lawyer  whose  knowledge  of  China 
was  most  limited,  and  through  his  mediation  signed  a  loan 
agreement  with  a  new  combination  headed  by  a  Chicago 
bank,  for  $30,000,000,  secured  on  the  wine  and  tobacco 
taxes,  or  revenues  allocated  in  1913  as  security  for  a  loan 
advanced  by  the  French  Banque  Industrielle  de  Chine. 
An  immediate  advance  of  $5,000,000  was  paid ;  the  balance 
was  never  forthcoming.  The  loan  that  had  been  initiated 
with  Lee,  Higginson  &  Company  was  turned  over  to  the 
new  combination,  who  received  as  security  revenues  al- 
ready pledged  to  France.  There  must  have  existed  most 
excellent  reasons  to  account  for  the  failure  of  these  two 
prominent  American  banking  houses  to  furnish  the  further 
installments  agreed  upon.  In  view  of  the  constant  agita- 
tion about  the  necessity  of  loaning  money  to  China  for  the 
purpose  of  opening  markets  for  our  manufactured  products, 
and  the  hue  and  cry  raised  because  Japan  succeeded  in 
loaning  a  hundred  million  or  so  to  China  when  she  needed 
it,  the  pertinent  question  arises :  Why  were  not  these  two 
important  American  loan  contracts  executed?  Surely  $55,- 
000,000  would  have  materially  contributed  to  advancing 
American  interests  in  China.  Americans  had  the  oppor- 
tunity. The  State  Department  had  authorized  the  loan,  and 
supported  the  bankers.  Was  it  because  the  money  was 
being  wasted  by  the  military  oligarchy  in  Peking;  was  it 
because  of  the  opposition  of  the  Southern  party ;  was  the 
security  inadequate;  did  the  old  Group  show  hostility,  or 
was  it  because  the  American  investor  refused  to  subscribe 
to  the  bonds? 

I  might  cite  many  minor  instances  where  Chinese  loans 
have  been  offered  to  American  bankers  by  Chinese  agents 
which  hid  a  proverbial  "Ethiopian  in  the  wood  pile,"  in 
the  matter  of  security,  international  politics,  or  other  weak 
points  which  diminished  their  value  as  safe  investments. 
Nearly  every  Chinese  official  has  the  fixed  idea  that  Ameri- 
cans will  come  to  their  aid,  whenever  he  finds  it  impossible 
to  float  loans  with  other  interests  familiar  with  the  pitfalls. 
Rarely,  indeed,  do  the  Chinese  approach  Americans  with 
a  clean  piece  of  business  that  can  be  safely  accepted  as  a 
secure  investment.  At  various  times  within  the  past  siiJi 
years  the  opportunity  has  been  presented  for  Americans  to 
get  in  on  the  ground  floor  in  China,  but  owing  to  the  exist- 

t66 


ence  of  the  official  Group  and  the  policy  of  the  govern- 
ment, the  opening  has  been  lost.  The  policy  of  the  Repub- 
lican administration  closed  the  door  to  individual  Ameri- 
can enterprise  by  conceding  a  monopoly  of  support  to  the 
Group,  while  the  attitude  of  President  Wilson  deprived  both 
the  Group  and  independent  syndicates  from  operating  in 
China.  The  last  opening  for  independent  American  rail- 
way activity  in  China,  free  from  international  politics,  was 
rejected  when  the  representative  of  the  Old  Group  refused 
to  accept  a  preliminary  agreement  for  the  Southwestern 
trunk  system  offered  him  by  the  delegate  of  Dr.  Sun 
Yat-sen. 

We  may  now  ask  the  pertinent  question  :  What  influenced 
President  Wilson  to  reverse  his  policy  in  regard  to  the  op- 
eration of  an  exclusive  American  Group  in  China  and  then 
invite  Great  Britain,  France  and  Japan  to  join  in  organiz- 
ing another  one  more  formidable  and  more  menacing  to  the 
higher  interests  of  China?  The  credit  for  this  diplomatic 
achievement  is  extended  to  the  American  Minister  at 
Peking.  Great  Britain,  and  France  by  reason  of  the  war 
could  not  advance  funds  to  China,  the  old  American  Group 
was  barred  from  operating  and  the  field  was  left  open  to 
Japan.  It  must  not  be  forgotten,  however,  that  the  field 
was  also  open  to  independent  American  bankers  who  held 
options  on  loans  aggregating  $55,000,000,  of  which  only 
$6,000,000  was  paid  over.  What,  then,  was  the  urgent  rea- 
son for  the  creation  of  a  new  and  more  powerful  Con- 
sortium to  undertake  jointly  what  we  were  quite  able  to 
do  independently? 

Was  it  a  confession  of  weakness  on  the  part  of  the 
American  Government,  denoting  an  inability  or  unwilling- 
ness to  operate  independently  and  protect  our  investments? 
Was  it  imperatively  necessary  for  American  capital  to  flow 
into  China  through  the  medium  of  an  international  guaran- 
tee, when  two  of  the  parties  in  the  Consortium  had  to  be 
carried  by  us?  Or  were  we  fearful  that  our  independent 
activities  would  be  opposed  by  Japan?  Was  it  because  we 
could  not  operate  independently,  the  door  being  closed 
through  opposition  of  the  other  Powers?  The  more  the 
situation  is  analyzed  the  more  apparent  it  becomes  that  the 
American  invitation  was  extended  for  the  sole  purpose  of 
halting  Japan  when  she  was  busy  digging  herself  in  in 
^ner  Mongolia  and  Manchuria  in  order  to  defend  her  exist- 
ence and  carry  out  the  fundamental  object  of  the  Anglo- 
Japanese  Alliance. 
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Let  us  face  the  facts.  The  invitation  from  the  State 
Department  was  sent  out  last  August,  or  before  the  Armis- 
tice. Was  it  acted  upon  immediately?  To  be  frank,  it  was 
at  first  pigeon-holed  by  the  British  and  French  as  too  idealis- 
tic and  impractical.  It  is  significant  that  the  French  evi- 
denced no  disposition  to  accept  until  January,  while  Great 
Britain  did  not  assent  until  March,  or,  after  the  Peace  Con- 
ference was  well  under  way,  and  they  had  time  to  sound 
the  American  position  and  consult  with  their  Japanese  Ally. 
Was  the  invitation  held  out  as  an  inducement  to  Great 
Britain  and  France  to  support  our  Chinese  policy  at  the 
Peace  Conference?  We  have  seen  that  although  the  heads 
of  the  British  and  French  Groups  accepted  our  principles 
as  a  business  proposition,  their  attitude  was  not  attuned 
to  the  stand  taken  by  Lloyd  George  or  Clemenceau  in  the 
Shantung  decision.  In  other  words  the  acceptance  of  our 
invitation  was  a  purely  business  arrangement  between 
bankers  bearing  no  relation  to  the  fundamental  policies  of 
France  and  Great  Britain,  and,  of  a  necessity,  the  Con- 
sortium arrangement  can  be  only  temporarily  beneficial. 
Could  we  expect  that  Great  Britain  would  oppose  her  Ally 
and  become  entangled  in  the  meshes  of  the  Chinese- 
American  net  of  intrigue?  For,  if  the  newspaper  reports 
are  true,  and  they  bear  the  earmarks  of  veracity,  after  sell- 
ing their  birthright  to  Japan,  the  Chinese  turned  to  the 
Americans  to  help  them  make  Japan  disgorge  what  she 
had  bought  and  paid  for. 

It  was  the  same  old  familiar  game  played  in  the  same 
old  way.  The  Chinese  quietly  handed  over  the  northern 
Manchurian  railway  agreements  to  the  official  Russian  rep- 
resentative and  said  nothing  about  this  menace  to  their 
independence  or  its  bearing  upon  Japan's  position.  They 
then  sold  the  concessions  to  the  southern  Manchurian  lines 
for  the  sake  of  a  few  miserable  dollars,  to  maintain  them- 
selves in  power  and  crush  the  South,  and  came  whining 
to  the  Americans  to  save  them  from  delivering  the  goods 
to  Japan.  It  is  the  same  old  story  of  playing  one  Power 
off  against  another  in  the  hope  of  creating  hostilities  in 
which  her  neighbor  would  emerge  completely  exhausted, 
the  same  tactics  that  were  employed  so  successfully  after  the 
Sino-Japanese  and  Russo-Japanese  wars.  The  difference 
was  that  the  game  was  played  along  other  lines  and, 
through  the  advice  of  the  American  Minister  at  Peking, 
the  President  was  influenced  to  surrender  his   principles 
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and  the  State  Department  induced  to  issue  the  invitation 
for  the  new  Consortium  that  would  take  over  and  neu- 
tralize the  Japanese  concessions.  The  Chinese  did  not  want 
the  Consortium,  and  will  accept  it  only  on  condition  that 
Japan  is  penalized. 

The  Southern  Chinese  party  declares  that  the  acts  of 
the  Northern  or  de  facto  government  are  illegal  and  must 
be  repudiated,  that  Japan  must  restore  the  concessions  she 
has  bought  and  paid  for,  but  they  are  strangely  silent  about 
the  money  the  South  received  from  the  same  source  or  the 
valuable  assets  pledged  for  security.  The  Northern  and 
Southern  factional  leaders  carry  their  grievances  to  the 
Americans  and  complain  that  Japan  compelled  them  to 
part  with  their  patrimony,  yet  it  is  well  established  that 
both  sides  were  on  their  knees  to  Japan  begging  for  the 
funds  to  fight  each  other  with,  holding  out  all  kinds  of 
inducements  and  promises  to  be  fulfilled  in  the  event  of 
finally  establishing  themselves  in  power  through  the  aid 
of  Japan. 

Now  nothing  of  importance  transpires  in  Peking  with- 
out the  European  or  Japanese  intelligence  service  learn- 
ing of  it  at  once ;  there  are  always  leaks.  Right  in  the 
midst  of  the  protests  over  the  American  railway  contract, 
on  the  eve  of  a  Presidential  election  in  the  United  States, 
the  report  was  freely  circulated  and  published  in  the  Chi- 
nese press,  that  in  the  event  of  a  Democratic  defeat,  the 
American  Minister  at  Peking  would  at  once  resign  to  ac- 
cept the  post  of  General  Adviser  to  the  Chinese  Govern- 
ment. The  report  was  never  denied.  It  is  now  intimated 
in  the  American  press,  that  Minister  Reinsch  on  the  ac- 
ceptance of  his  resignation,  "may  take  an  active'  or  ad- 
visory part  in  the  working  out  of  the  new  Consortium." 
The  implied  connection  between  Chinese-American  diplo- 
macy needs  no  further  illustration. 

With  these  plain  truths  before  us,  the  nation,  main- 
tained in  ignorance  of  what  is  transpiring  behind  the 
scenes,  wonders  why  Japan  is  so  suspicious  of  the  United 
States  and  our  moves  in  China.  If  we  are  to  continue  to 
pursue  the  policy  of  the  past  ten  years  and  bait  Japan  at 
every  step  and  foil  all  her  efforts  at  coming  to  an  under- 
standing with  China,  if  we  are  to  block  her  every  effort 
to  maintain  her  independence  against  the  real  menace  of 
Asia,  if  the  weight  of  our  diplomacy  and  the  power  of  our 
gold  is  to  be  directed  towards  discrediting  Japan  and  de- 


feating  her  vital  policies,  if  we  are  to  line  ourselves  with 
China  and  Russia  against  Japan  and  her  Ally,  then  we 
must  prepare,  and  prepare  quickly,  for  the  inevitable 
climax,  oi-  to  put  it  mildly,  our  complete  isolation  in  China. 
The  farce  must  end.  We  must  stop,  look  and  listen,  pull 
ourselves  up  with  a  jerk,  and  visualize  what  lies  ahead. 

XXIII 
AN   IMPRACTICABLE   CONSORTIUM 

The  American  Government  has  issued  an  invitation  to 
the  governments  of  Great  Britain,  France  and  Japan  to 
designate  representative  banking  groups  to  take  part  in 
a  new  Consortium  for  the  financing  of  China.  It  is  pro- 
posed to  take  over  or  pool  all  railway  and  industrial  con- 
cessions, monopolize  the  issuing  of  loans  for  their  develop- 
ment, and  furnish  the  Chinese  Government  with  neces- 
sary administrative  advances  for  general  reorganization 
purposes.  The  proposed  new  Consortium  is  an  extension 
of  the  old  one,  eliminating  Germany  and  Russia. 

Granted  that  a  satisfactory  basis  can  be  arranged  for 
these  official  financial  groups  to  work  in  harmony,  and  that 
rates  of  interest  and  other  financial  details  can  be  made 
uniform,  what  guarantee  can  be  given  that  the  Consortium 
will  carry  out  its  program?  The  next  administration  may 
undo  the  work  of  President  Wilson  in  the  same  manner 
that  he  destroyed  the  old  group,  and  for  the  same  reasons. 
The  motives  underlying  the  reversal  of  President  Wilson's 
policy,  bear  no  relation  to  the  ethics  involved,  being  justi- 
fied solely  by  political  expediency,  to  offset  the  advantages 
gained  by  Japan  in  loaning  money  to  China  at  a  time  when 
Great  Britain  and  France  were  unable  to  carry  out  their 
obligations  under  the  terms  of  the  old  Consortium,  and 
Americans  were  officially  prohibited  from  entering  the 
field. 

As  in  1913,  when  President  Wilson  withdrew  support 
to  the  old  Group,  the  new  Consortium  embodies  a  prin- 
ciple subversive  of  China's  sovereignty,  denying  the  right 
of  open  competition  through  the  imposition  of  a  monopoly. 
It  is  entirely  conceivable  that  Dutch,  Swiss,  Scandinavian 
or  Spanish  bankers  may  desire  to  compete  for  the  develop- 
ment of  China's  railways  and  mines.    It  is  also  conceivable, 
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in  fact,  almost  certain,  that  Germany  will  re-enter  the 
Chinese  field  concealed  behind  some  neutral  agent,  employ- 
ing the  same  methods  that  Russia  applied  so  successfuly  in 
outwitting  the  old  Four  Power  Group.  After  the  manner 
in  which  China  was  treated  in  the  Peace  Conference  over 
the  Kiaochao  decision,  it  is  also  certain  that  she  will  Wel- 
come the  first  opportunity  of  resuming  business  relations 
with  Germany. 

It  is  inconsistent  with  the  principles  of  the  League  of 
Nations  and  equal  opportunity  to  deny  to  China  or  the 
neutral  nations  the  right  of  transacting  business  with  each 
other.  It  is  also  at  variance  with  the  most  favored  nation 
clause  in  the  treaties.  These  reasons  alone  would  prohibit 
China  from  entering  into  any  binding  agreement  conceding 
to  the  Consortium  exclusive  rights  in  financing  her  railways 
or  administrative  requirements.  The  neutral  nations  may 
never  be  in  a  position  to  avail  themselves  of  these  rights, 
and,  again,  they  may  be  in  a  position  at  any  time  to  do 
business  with  China.  The  principle  of  equal  opportunity 
must  be  safeguarded.  The  American  Government  would 
be  the  last  to  advocate  a  policy  denying  to  neutrals  their 
undeniable  privilege  to  conduct  business  with  China,  so  the 
door  is  hereby  left  open  for  Germany  to  walk  in  and  resume 
her  lucrative  connections,  if  not  with  the  central  govern- 
ment, with  the  provincial  governors  and  municipalities. 

This  being  the  case,  smooth  working  of  the  proposed 
plan  may  only  be  attained  through  the  delegation  of  certain 
of  China's  sovereign  rights  to  the  Consortium,  which  under- 
taking would,  of  a  necessity,  provide  reciprocal  advantages 
assuring  to  China  the  financing  of  well  defined  plans. 
Otherwise,  the  development  of  China's  transportation  sys- 
tem and  natural  resources,  would  be  dependent  entirely 
upon  the  initiative  of  the  Consortium  and  its  ability  or 
willingness  to  raise  the  necessary  funds  as  required.  It  is 
also  quite  possible  that  neutral  financiers  might  be  willing 
to  concede  better  terms  to  China  for  industrial  develop- 
ment than  the  Consortium.  Is  China  to  be  permitted  to 
enter  into  such  contracts,  or,  must  she  deal  exclusively 
with  the  Consortium?  Must  she  surrender  her  sovereignty, 
the  principle  of  equal  opportunity  and  the  most  favored 
nation  treatment?  As  it  is  certain  that  China  will  never 
willingly  consent  to  a  surrender  of  these  basic  rights,  the 
Consortium  can  never  establish  a  firm  monopoly  over  Chi- 
nese loan  transactions.  Neither  can  China  be  prohibited,  if 
<Ithe  occasion  arises,  from  entering  into  a  contract  with  any 
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independent  bank  or  group  of  banks  in  the  countries  rep- 
resented by  the  Consortium.  The  American  Government, 
for  purely  political  considerations,  may  determine  to  extend 
a  monopoly  of  its  support  to  the  new  American  Group,  and 
withhold  recognition  from  all  others,  but  if  a  test  case  is 
ever  brought  before  the  Supreme  Court,  its  action  would 
be  declared  unconstitutional.  An  American  Group  may 
justify  its  monopoly  of  official  support  only  through  its  con- 
trol of  the  money  market,  ability  to  obstruct  the  successful 
flotation  of  an  independent  loan,  or  to  penalize  the  suc- 
cessful outsider  in  other  ways.  This  constitutes  official 
recognition  of  the  "Money  Trust"  that  throttles  competition, 
a  system  intolerable  to  American  ideals  and  impossible  of 
enforcement.  It  would  seem,  that  in  violation  of  funda- 
mental national  ideals,  the  government  has  simply  asked 
the  Bankers  to  solve  a  delicate  international  problem  it  is 
loath  to  face  as  a  diplomatic  issue. 

In  pursuit  of  this  pronounced  un-American  policy,  the 
government  has  inflicted  considerable  financial  damage  to 
legitimate  American  interests,  retarded  for  ten  years  in- 
dependent American  activities  in  China,  and  destroyed  the 
usefulness  of  men  who  have  passed  their  lives  in  specializ- 
ing on  China,  and  now  find  it  impossible  to  utilize  their 
experience  and  knowledge.  The  official  financial  monopoly 
is  therefore  not  only  a  restriction  on  the  activities  of 
reputable  independent  contractors  and  bankers,  but  a 
penalty  imposed  upon  men  of  ability  whose  experience  can- 
not be  employed  for  the  advancement  of  American  interests, 
and  who,  if  they  wish  to  live,  must  seek  their  opportunity 
with  foreign  concerns.  A  policy  which  concentrates  in 
the  hands  of  one  institution  the  monopoly  of  American 
business  in  China  and  thereby  insensibly  creates  a  one-man 
control,  and  tends  to  close  the  door  to  the  legitimate  aspira- 
tions of  others,  equally,  if  not  better  qualified,  to  conduct 
such  transactions,  is  open  to  the  most  severe  condemnation, 
especially  when  the  policy  pursued  has  led  the  nation  into 
most  dangerous  international  complications. 

I  make  this  statement  advisedly  and  emphasize  that 
under  the  monopoly  system  the  representative  of  the  Ameri- 
can Group  becomes  the  practical  dictator  of  Ameri- 
can enterprise  in  China,  with  the  power  and  influence  to 
set  at  naught  the  legitimate  activities  of  competitors  and 
penalize  any  newspaper  that  dares  to  question  his  methods 
or  express  a  contrary  opinion.  An  American  newspaper  in 
China  or  the  Far  East  must  be  subservient  to  the  policy 
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of  this  system,  or  forced  to  suspend  publication  through 
the  withdrawal  of  American  advertising  support  controlled 
in  large  part  by  the  financial  interests  composing  the 
Group.  Under  such  a  system  there  can  be  no  future  in 
China  for  any  intelligent,  wide-awake,  aggressive  Ameri- 
can. The  door  of  opportunity  is  closed  to  him,  he  must 
either  become  a  part  of  the  machine,  or  struggle  along  on 
a  hand-to-mouth  income.  The  net  result  of  the  system  to 
date  has  been  to  concentrate  into  the  hands  of  one  set  of 
men  a  monopoly  of  Chinese  business,  which  although  un- 
doubtedly beneficial  to  the  manufacturers  represented,  has 
operated  as  a  penalty  on  the  patriotism  and  efforts  of  others 
outside  the  combination. 

Such  a  policy  can  only  pave  the  way  for  eventual  hos- 
tilities, shaking  the  confidence  of  investors,  and  finally,  by 
diminishing  the  value  of  the  securities,  destroying  the  very 
object  of  the  Consortium.  An  official  financial  group  or  any 
of  its  ramifications  that  continually  blunders  into  Chi- 
nese Government  contracts  that  may  be  carried  out 
only  by  dragging  the  nation  into  war,  is  not  a  safe  medium 
for  the  advancement  of  American  trade  or  prestige.  Yet 
the  facts  prove  that  this  has  been  the  road  followed  in  the 
past.  Twice  within  the  past  eight  years,  the  nation  has 
been  led  by  inexpert  advisers  to  banking  groups  into  situa- 
tions where  the  government  has  lost  prestige  and  created 
intense  hostility  toward  other  American  interests.  The 
policy  of  the  nation  was  being  unconsciously  moulded  in 
Peking  and  given  effect  through  sentimental  finance.  Prac- 
tical Americans  who  knew  China  and  its  pitfalls,  have 
never  been  permitted  to  penetrate  the  screen  that  so  care- 
fully guards  the  inner  offices  of  the  great  Wall  Street 
financiers.  The  only  doors  open  to  such  men  were  the  inde- 
pendent British  and  European  banks  and  construction 
firms. 

The  same  conditions  prevail  in  England,  France  and 
Japan.  The  monopoly  accorded  to  the  British  Group  was 
always  considered  as  an  arbitrary  discrimination  against 
other  legitimate  British  financial  interests  in  China,  notably 
in  the  case  of  the  Chartered  Bank.  The  British  Govern- 
ment, however,  was  able  to  make  its  policy  effective  in  the 
matter  of  political  loans,  except  when  broken  by  the  Crisp 
and  Birchal  deals.  The  monopoly  of  the  Hongkong  and 
Shanghai  Bank  carried  with  it  an  exclusive  right  in  railway 
construction  for  the  British  &  Chinese  Corporation  and  its 
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subsidiary,  The  Chinese  Central  Railways,  Limited,  who 
adhere  to  the  system  of  constructing  the  lines  under 
engineers-in-chief  appointed  by  themselves.  There  was 
only  one  manner  by  which  this  combination  could  be  broken ; 
the  British  or  any  other  government  cannot  preserve  a 
monopoly  for  railway  construction  in  China  for  the  official 
banks  which  overlooks  or  ignores  the  legitimate  right  of 
reputable  railway  contracting  firms  from  sharing  in  the 
business.  The  railway  monopoly  of  the  British  ofl^cial 
group  in  China  was  finally  undermined  because  of  this 
one  weak  spot  in  the  official  armor.  When  the  great  British 
contracting  firms  of  Pauling  &  Company  and  Pearson  & 
Sons,  obtained  railway  contracts  with  the  Chinese  Gov- 
ernment providing  an  additional  construction  profit,  over 
and  above  the  banker's  commission,  the  British  Govern- 
ment could  not  consistently  oppose  a  transaction  which 
brought  this  extra  profit  into  the  country.  The  principle 
applied  with  equal  force  in  France.  The  French  Govern- 
ment dared  not  interfere  with  a  railway  contract  obtained 
by  the  foremost  construction  company  in  France.  The  prin- 
ciple will  apply  with  as  much  force  in  the  United  States,  as, 
notwithstanding  the  monopoly  of  support  extended  to  a 
purely  banking  combination,  the  government  will  never 
place  itself  on  record  as  opposing  the  legitimate  rights  of 
American  contractors  to  enter  into  construction  contracts 
with  the  Chinese  Government  that  embrace  the  raising  of 
loans  to  carry  out  the  work. 

The  Siems-Carey  (American  International  Corporation) 
contract  stands  as  an  American  right  in  China,  and  in 
any  adjustment  of  the  present  international  tangle,  their 
enjoyment  of  the  construction  profit,  in  addition  to  the 
banker's  commissions  in  issuing  the  loans  must  be  recog- 
nized. It  is  difficult  to  conceive  of  a  situation  in  which 
a  new  Consortium  of  national  banking  groups  will  pool  all 
existing  Chinese  railway  contracts,  and  ignore  the  specific 
claims  of  firms  like  Pearson,  Pauling  or  Sims-Carey,  to  the 
enjoyment  of  a  legitimate  construction  profit,  for  the  sake 
of  perpetuating  a  system  which  has  been  proven  most  costly 
and  unsatisfactory  to  the  Chinese  Government.  In  any 
general  revision  of  China's  railway  contracts  all  the  new 
railways  financed  by  the  Consortium,  will  have  to  be  based 
upon  a  construction  profit. 

Viewed  in  the  light  of  a  vital  imperial  policy  for  the 
defense  of  India  through  control  of  strategic  Chinese  rail- 
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ways  in  the  Yangtsze  Valley,  the  creation  of  an  official 
British  financial  group  receiving  a  monopoly  of  support 
from  its  government  for  the  carrying  out  of  this  policy, 
becomes  fully  justified.  Some  special  combination  must 
receive  the  exclusive  confidence  of  its  government  to  carry 
into  eff'ect  such  an  important  program  and  have  its  agents 
on  the  ground  to  watch  the  moves  of  Russia  and  China, 
It  would  be  not  only  impracticable,  but  dangerous,  to  take 
all  national  interests  into  the  confidence  of  the  government 
in  the  execution  of  such  a  program.  In  the  same  manner 
there  is  considerable  justification  for  extending  exclusive 
official  support  to  the  financial  groups  of  the  other  Powers 
whose  vital  policies  in  China  cannot  be  entrusted  to  those 
unworthy  of  the  full  confidence  of  their  governments.  These 
groups,  therefore,  are  the  instruments  of  their  respective 
Foreign  Offices,  and,  it  may  be  said,  that  the  policies  of  the 
latter  are  largely  guided  by  the  advice  of  the  groups.  Noth- 
ing is  done  in  China  in  the  way  of  railway  development 
without  first  passing  the  scrutiny  and  approval  of  the  finan- 
cial partners  of  the  Foreign  Offices.  The  Governments  lay 
down  a  policy,  and  the  financiers  carry  it  out,  either  openly, 
or  through  such  secret  understandings  with  others  as  will 
best  safeguard  the  national  interests.  If  these  higher  na- 
tional interests  cannot  be  advanced  through  the  limitations 
of  the  official  group  working  within  the  provisions  of  an 
international  consortium  agreement,  independent  financiers 
or  mercantile  firms  will  obtain  the  business  through  some 
indirect  method.  And  so  it  will  transpire  with  an  official 
American  Group  in  the  Chinese  field.  It  will  not  only  dic- 
tate the  policy  of  the  American  Government  in  these  mat- 
ters, but  will  gradually  destroy  the  legitimate  activities  of 
all  other  Americans  who  desire  to  enter  the  field.  The 
American  Government  has  no  such  necessity  in  maintaining 
an  official  group  as  the  other  Powers.  The  policy  of  such 
a  group  can  only  antagonize  the  others  at  some  future 
date.  It  is  bound  to  breed  trouble  and  perhaps  the  nation 
will  have  to  go  to  war  in  defense  of  the  program  or  policy 
of  the  one  or  two  men  who  dictate  or  control  the  operations 
of  the  group. 

The  success  of  the  new  Consortium  will  depend  upon 
mutual  confidence  between  the  groups  and  their  govern- 
ments. Unless  the  Consortium  can  absolutely  control  the 
situation  and  prevent  China  from  conducting  business  with 
neutral  or  independent  concerns,  it  will  die  a  natural  death 
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within  a  year  or  two.  Every  nation  is  jealous  of  another's 
success  in  China,  even  if  politics  and  strategy  be  eliminated. 
The  new  Consortium  will  not  materially  modify  old  con- 
ditions ;  if  anything,  it  will  aggravate  them,  by  reason  of 
the  financial  domination  of  the  American  Group.  If  the 
Chinese  Government  should  enter  into  a  profitable  contract 
involving  a  loan  with  an  independent  concern,  the  other 
groups  or  their  nationals  in  China,  will  immediately  jump 
to  the  conclusion  that  the  Americans  are  not  playing  fair. 
It  is  safe  to  prophesy  that  the  Chinese  will  leave  no  stone 
unturned  to  negotiate  with  any  American  bank  outside  the 
group  who  will  listen  to  their  overtures,  and,  it  is  also  a 
safe  assertion,  that  there  are  sufficient  independent  bankers 
who  would  jump  at  the  chance  of  exercising  their  legitimate 
right  in  business  and  refuse  to  share  their  profits  with  the 
official  group.  It  is  sure  to  happen.  As  in  the  past, 
the  other  members  of  the  Consortium  will  refrain  from  any 
open  protest  or  comment,  but  will  quietly  go  and  do  like- 
wise. The  minute  that  an  independent  American,  French, 
British  or  Japanese  concern  obtains  such  a  contract,  the 
foundations  of  the  Consortium  will  crumble  away  and  the 
carefully  erected  structure  will  tumble  like  a  house  of  cards. 
No  matter  how  friendly  and  harmonious  the  relations  be- 
tween the  groups  in  the  Consortium,  and  their  respective 
governments,  they  could  never  stop  the  sharp  newspaper 
criticism  and  whispered  charges  of  bad-faith  that  would 
immediately  follow  such  transactions.  Unless  the  sover- 
eignty of  China  is  completely  circumscribed  in  financial 
matters,  which  is  most  unlikely  to  happen,  there  is  no  way  to 
avoid  the  inevitable. 

There  are  many  other  phases  surrounding  the  practical 
working  out  of  this  proposed  combination  which  are  un- 
necessary to  dwell  upon  here.  Unless  all  the  railway  con- 
cessions in  China  can  be  pooled  under  the  Consortium  the 
scheme  is  useless.  I  have  already  pointed  out  that  the  French, 
Yamchow-Yunnan-Chungking  line  will  not  be  thrown  into 
the  pool,  Russia  or  her  concessions  are  not  included,  Tibet 
and  Mongolia  are  preserved  as  water  tight  compartments, 
and  it  may  be  accepted  that  the  Japanese  lines  in  Man- 
churia and  Inner  Mongolia  will  be  retained  as  special  rights. 
As  long  as  Russia  is  out,  Japan,  with  every  argument  of 
right  and  justice  upon  her  side,  will  refuse  to  relinquish 
her  strategic  frontier  railways  to  the  control  of  the  Con- 
sortium. 
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In  the  final  analysis,  the  success  of  the  new  Consortium 
will  depend  entirely  upon  the  attitude  of  the  American 
investor.  The  banks  may  underwrite  the  first  loan  for, 
say,  $50,000,000,  but  unless  the  bonds  can  be  sold  to  the 
public,  American  interest  in  China  will  slump  back  to  where 
it  was  twenty  years  ago.  The  first  essential  to  the  success 
of  a  consortium,  in  which  the  American  Group  is  to  carry 
the  British  and  French,  or,  in  other  words,  assume  the 
major  part  of  the  obligations,  is  to  educate  the  American 
people  to  subscribe  to  Chinese  Government  bonds.  Success 
cannot  be  attained  as  long  as  the  press  of  the  country  is 
loud  in  its  denunciation  of  Japan  and  Japanese  policy  in 
China.  No  sensible  American  will  ever  invest  one  cent  in  a 
country  under  a  perpetual  war  cloud,  and  whose  sympathiz- 
ers are  carrying  on  a  propaganda  in  the  United  States  calcu- 
lated to  bring  about  hostilities  with  Japan.  In  this,  the 
Chinese  are  making  it  absolutely  impossible  for  the  Con- 
sortium to  help  them,  retarding  for  years  the  reorganiza- 
tion of  their  government.  For  this  reason,  if  for  no  other, 
the  Consortium  cannot  carry  out  the  objects  for  which  it 
was  organized.  If  the  official  bankers  cannot  perform  their 
legitimate  function  and  sell  the  bonds  to  the  public,  their 
usefulness  is  nil.  The  damage  has  been  done.  American 
confidence  in  China  has  been  rudely  shaken.  The  investing 
public  will  fight  shy  of  Chinese  loan  issues  until  some 
assurance  can  be  had  that  a  stable  government  has  been 
organized,  and  a  better  feeling  created  as  to  Japan. 

As  far  as  can  be  ascertained  from  official  statements 
of  the  meetings  of  the  new  Consortium,  the  program  is  to 
pool  all  the  existing  or  unfinished  railway  contracts  and 
concessions,  for  the  express  purpose  of  internationalizing 
the  spheres  of  interest.  Let  us  analyze  this  and  find  out 
what  it  means.  Internationalization  will  be  limited,  for  the 
time  being,  at  least,  to  the  spheres  of  Great  Britain,  France 
and  Japan,  Germany  being  eliminated  and  Russia  on  the 
outside,  a  broken  borrower.  The  United  States  will  be 
admitted  into  the  others'  spheres  through  its  ability  to 
finance  the  schemes.  It  is  clear,  therefore,  that  this  simply 
transfers  to  an  international  Consortium  limited  to  four 
voices,  the  rights  now  held  by  three  as  individuals.  It  does 
not  contemplate  the  surrender  of  special  rights  or  privi- 
leges, obtained  through  treaties  or  agreements  arising  from 
promises  and  verbal  compromises  held  by  the  three  proprie- 
tary  nations.      The    spheres    of    interest    will    still    exist, 
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opened  for  the  admission  of  American  capital  only.     The 
Consortium  will  succeed  to  the  rights  of  the  individuals. 
It  will  become  a  great  international  holding  company,  a 
new  fangled  political  trust.     As  trustee  for  these  pooled 
rights,  the  Consortium  will  become  a  super-government  in 
China  with  the  power  of  prohibiting  any  neutral  nation 
from  building  a  railway  that  traverses  or  encroaches  upon 
the  spheres  of  its  component  parts.     As  the  Consortium 
cannot  possibly  finance  all  of  China's  pressing  railways  re- 
quirements in  the  next  fifteen  years,  if  then,  it  will  be  only 
necessary  for  some  neutral  group  of  bankers  to  enter  into 
a  contract  with  the  sovereign  state  of  China  for  a  real 
railway  line,  such  as  the  much  needed  direct  line  from 
Shanghai  to  Hankow,  through  the  heart  of  the  Yangtsze 
Valley,  for  the  fat  to  be  in  the  fire.     The  certainty  that 
Germany  would   be  concealed   somewhere   in   such   a   deal 
would  compel  the  trustee  to  vigorously  oppose  such  a  con- 
tract and  place  itself  in  the  position  of  dictating  to  China 
whom  she  shall  do  business  with.  China's  sovereignty  is  in 
no  wise  restored  to  her,  it  is  simply  delegated  to  the  Con- 
sortium. As  the  trustee  for  these  consolidated  holdings,  the 
Consortium  can  therefore  refuse  to  admit  the  right  of  the 
Siems-Carey     American     International      Corporation     to 
build  a  railway  in  China  conflicting  with  its  basic  interests. 
If  the  other  Powers  have  refused  to  permit  this  corpora- 
tion to  execute  its  contract  with  the  Chinese  Government, 
and  now  turn  over  their  prerogatives  to  a  holding  company 
dominated  by  the  American  Banking  Group  it  is  diflficult 
to  see  where  the  American  International  Corporation  can 
build  a  railway  in  China,  unless  it  defies  the  official  group 
and  the  American  Government  and  places  its  loan  on  the 
market  direct.    If  conditions  arise  to  bring  about  the  disso- 
lution of  the  Consortium,  and  I  have  given  it  a  lease  of  life 
of  two  years  at  the  utmost,  then  the  rights  pooled  will 
revert  to  their  original  owners,  and  we  return  once  more 
to  the  closed  spheres,  or  just  where  we  started.     China 
will  be  worse  off  than  she  is  to-day,  for  by  that  time  Russia 
will  be  coming  back  into  her  own  and  taking  a  lively  inter- 
est in  a  play  in  which  she  considers  herself  entitled  to  take 
the  leading  role. 

The  real  problem  of  the  spheres  of  interest  has  yet 
to  be  faced,  in  fact  as  I  write  this,  the  news  is  cabled  from 
Tokio  that  the  militarist  party  has  imposed  its  views  upon 
the  moderates,  and  refused  to  permit  Manchuria  or  Inner 
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Mongolia  to  be  included  within  the  scope  of  the  Consortium. 
This  brings  us  back  to  the  statement  that  the  Consortium 
can  live  perhaps  two  years,  and  requires  an  explanation. 
As  soon  as  the  League  of  Nations  is  in  working  order,  one 
of  its  first  important  duties  will  be  to  decide  the  status  of 
China,  and  if  it  lives  up  to  its  Covenant,  will  try  to  bring 
about  the  cancellation  of  the  treaties  and  other  international 
instruments  incompatible  with  her  sovereign  powers.  The 
same  judges  who  decided  the  Kiaochao  question  will  be 
called  upon  the  adjudicate  the  other  problems.  In  three 
years,  1923,  the  crisis  will  arise  when  Japan's  lease  expires 
to  the  Liaotung  peninsula,  and  the  validity  of  the  1915 
treaties  is  questioned  by  China  or  the  United  States.  The 
great  principles  embodied  in  the  League  will  then  be  put 
to  the  supreme  test.  As  long  as  Russia  is  not  penalized, 
as  long  as  she  is  permitted  to  remain  in  northern  Man- 
churia, dominate  Mongolia  and  impose  her  will  in  the  Hi 
district,  and  while  Great  Britain  holds  the  Kowloon  hin- 
terland and  maintains  Tibet  as  a  water  tight  compartment, 
and  France  retains  Kwangchow-wan,  Japan  will  refuse  to 
give  up  her  hold  on  the  Liaotung  territory,  League  or  no 
League.  The  harmonious  concert  of  the  Consortium  will 
then  have  to  be  terminated,  if  it  is  to  live  up  to  the  ideals 
which  prompted  its  creation.  As  Great  Britain  and  France 
supported  Japan  in  the  Kiaochao  decision,  so  they  will 
stand  shoulder  to  shoulder  in  1923.  Having  this 
possibility  always  in  mind,  the  Consortium  is  therefore 
the  creature  of  political  expediency  founded  upon  the  pres- 
ent situation.  It  is  called  into  being  as  an  instrument  of 
the  Foreign  Offices,  and  may  at  any  time  be  dissolved  by 
the  same  power.  If  the  Consortium  cannot  be  of  real  help  to 
China  and  give  practical  effect  to  years  of  prattling  about 
the  Open  Door,  and,  if  its  workings  prove  detrimental  to  the 
highest  interests  of  China  and  Japan,  why  proceed  with  the 
farce.  If  we  fail  to  bring  'about  the  complete  restoration 
of  China's  sovereignty,  and  the  new  Consortium,  should, 
for  any  reason,  be  dissolved  or  become  unmanageable,  and 
the  Powers  automatically  revert  to  the  spheres  of  interest 
doctrine,  there  will  be  little  left  to  American  prestige  in  the 
Orient. 
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XXIV 

A  POSSIBLE  SOLUTION 

What  then  is  the  solution  to  this  problem?  How  may 
we  reconcile  our  friendship  for  China  with  our  obligations 
to  Japan?  If  we  adhere  to  present  tactics  we  will  end  by 
losing  the  respect  of  one,  gaining  the  bitter  enmity  of  the 
other,  and  forfeiting  the  confidence  of  friendly  Powers 
whose  fortunes  in  Asia  are  indisolubly  linked  with  Japan. 
Obviously,  we  cannot  proceed  much  further  along  the  old 
road.  The  worn-out  doctrine  of  the  Open  Door  must  be 
given  its  proper  interpretation,  retaining  its  features  of 
equal  trade  opportunity,  but  recognizing  the  spirit  of 
regional  understandings  entered  into  between  the  Powers 
to  preserve  special  interests  in  China  in  spheres  deemed 
essential  to  their  own  safety ;  this,  with  special  reference  to 
Japan. 

The  time  has  arrived  when  the  United  States  must 
formulate  a  fixed  Oriental  policy.  We  must  disentangle 
ourselves  from  the  meshes  of  Chinese  sentimental  intrigue, 
seek  a  way  out  of  the  labyrinth,  and  come  out  into  the  open, 
into  the  broad  highway  of  common-sense,  into  the  sunshine 
of  friendly  and  harmonious  co-operation  with  our  Allies  and 
world-partners.  The  old  road  we  have  followed,  paved  with 
our  good  intentions,  can  only  lead  us  to  the  traditional  end. 

First  let  us  consider  China.  Here  we  have  a  great  and 
potential  power  for  good  or  evil,  a  pacific,  industrious,  and, 
in  the  main,  honest  people,  with  a  civilization  reaching  back 
to  the  dawn  of  history,  clinging  tenaciously  to  their  tradi- 
tions, culture  and  methods  of  government.  No  one  can 
know  the  Chinese  people  without  admiring  their  sturdy 
qualities  and  sympathizing  w^ith  their  plight.  The  curse 
of  China  is  its  government.  Utterly  corrupt,  inept,  weak 
and  disorganized  it  makes  no  serious  effort  to  place  its 
affairs  in  order.  Its  main  function  for  centuries  has  been 
the  sale  of  public  offices.  Under  the  "Republic,"  the  power 
of  the  old  literatii  has  passed  into  the  hands  of  a  clique 
of  military  satraps  (glorified  ex-bandit  chiefs  in  many  in- 
stances), subservient  so-called  statesmen  and  the  usual 
group  of  grafting  politicians  and  small  officials.  It  is  sys- 
tematized brigandage,  a  revival  of  medieval  feudalism  ex- 
isting by  plundering  the  people  and  scattering  devastation 
throughout  the  land.  Sunk  in  the  depths  of  a  hopeless 
pacifism,  devoid  of  a  healthy  martial  spirit,  the  nation  is 
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powerless  to  defend  its  independence  or  guarantee  its 
neutrality,  a  menace  to  itself  and  a  constant  nightmare 
to  neighboring  peoples  whose  territories  are  exposed  to 
attack  and  invasion.  Its  salvation  from  passing  under  com- 
plete subjection  to  another  Power  is  due  primarily  to  the 
heroic  efforts  of  Japan,  and  to  the  same  policy  so  skillfully 
and  successfully  pursued  by  Turkey  in  playing  upon  the 
jealousies  of  the  Powers,  pitting  one  against  the  other,  hop- 
ing that  the  exhaustion  of  her  strongest  enemy  will  provide 
the  respite  to  her  own  death  sentence.  Not  one  honest 
whole-hearted  patriotic  effort  has  ever  been  made  to  face 
their  own  problems ;  four  hundred  million  people,  the  great- 
est man-power  nation  in  the  history  of  mankind,  has  meekly 
permitted  Russia  and  other  Powers  to  trample  on  their 
independence,  annex  their  territories,  impose  their  own 
terms  and  conditions  as  to  concessions  and  leases ;  they 
have  cowered  and  bowed  down  to  force  and  then  appealed 
to  other  nations  to  save  them  from  their  folly  and  weak- 
ness. Not  a  whimper  has  ever  escaped  from  China  when 
Russia  or  the  European  Powers  have  cut  away  her  most 
cherished  possessions.  Only  when  Japan  retaliates  in  order 
to  protect  her  from  herself  does  she  call  upon  the  great 
American  people  to  come  to  her  rescue  from  the  designing 
agents  of  the  Mikado.  Their  officials  have  sold  their  honor, 
pawned  their  birthright,  their  very  souls,  to  foreign  agents 
in  order  to  obtain  the  funds  to  pay  off  one  debt  by  another, 
preserve  the  fiction  of  national  solvency,  and  retain  their 
strangle-hold  upon  the  masses.  When  they  finally  awoke  to 
the  fact  that  the  European  Powers  and  Japan  could  no 
longer  be  pitted  against  each  other,  when  they  realized 
that  a  series  of  interlocking  treaties  and  alliances  had  been 
entered  into  as  the  only  safeguard  against  thei'r  petty 
intrigues  and  instability,  they  turned  to  the  United  States 
to  save  the  wreck,  little  caring  whether  this  nation  became 
involved  in  a  war  or  not,  so  long  as  they  retained  the 
shadow  of  power  and  ability  to  impose  their  will  upon 
the  people. 

This,  in  brief,  is  the  picture  of  modern  China,  a  miser- 
able makeshift  of  government  dominated  by  a  military 
oligarchy  masquerading  under  the  guise  of  a  Republic  and 
appealing  to  the  great  American  people  in  the  sacred 
name  of  Democracy.  Under  such  a  regime  the  outlook  for 
reform  in  China  is  hopeless.  The  country  will  proceed  from 
bad  to  worse  until  her  neighbors  are  compelled,   in   self 
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protection,   to   intervene   and   restore   some   semblance   of 
law  and  order.     The  story  of  China  since  the  birth  of  the 
"Republic"   is  the  story  of  Mexico  since  the  downfall  of 
Diaz.     In  this  picture  of  sordid  graft,   inordinate  pride, 
egotism  and  ignorance,  in  the  welter  of  disorganization  and 
corruption,  there  is  only  one  bright  spot,  one  hope  for  the 
future.     There  appears  before  our  vision  the  enlightened, 
intelligent  faces  of  Chinese  educated  abroad,  thousands  of 
young  men   who   have  absorbed  the  meaning  of  modern 
methods,  the  working  of  organized  government.     They  are 
still  in  a  hopeless  minority,  unable  to  make  their  voices 
heard  or  their  influence  felt,  prohibited  by  the  older  element 
from  a  decisive  vote  in  the  affairs  of  the  nation.     They 
know  the  meaning  of  Democracy,  and  that  representative 
government  which  has  been  ruthlessly  crushed  by  the  mili- 
tary autocrats.    They  have  witnessed  the  abolition  of  parlia- 
ment and  its  members  hounded  into  private  life,  into  prison, 
or  worse.     The  glorious  future  opened  up  to  China  on  the 
advent  of  the  Republic  vanished  in  a  few  months  of  military 
despotism  under  Yuan  Shih-kai.     His  power  passed  to  his 
generals  and  they  have  held  the  nation  in  a  state  of  ter- 
rorized subjection  ever  since.     As  long  as  this  condition 
prevails,  there  is  no  hope  for  the  future.   The  new  element 
must  come   into   power.     The   military   bandits   must   go. 
A  parliamentary  system  of  government  must  be  inaugu- 
rated under  the  leadership  of  the  civil  majority.    The  armed 
forces  must  be  disbanded,  their  arms  and  accouterments 
gathered  and  stored  in  central  arsenals. 

There  are  honest  and  upright  patriots  in  China,  inex- 
pert, perhaps,  in  the  ways  of  government,  but  who  may  be 
relied  upon  to  place  their  country  on  its  moral  and  financial 
feet.  There  are  men  of  the  type  of  Dr.  Sun  Yat-sen,  Wang 
Chen-ting,  Wellington  Koo  and  many  others,  who  could 
steer  the  nation  along  the  right  path.  Dr.  Sun  may  be  a 
dreamer,  an  idealist,  and  inclined  to  socialism,  he  may  be 
impractical  and  all  that  his  political  enemies  charge  him 
with,  but  he  is  not  alone.  Men  of  his  same  mould  are  lead- 
ing some  of  the  greatest  nations  of  the  western  world,  and, 
like  his  prototypes  he  has  the  one  essential  quality  that 
makes  for  greatness,  for  success.  For  I  make  the  emphatic 
declaration  that  Dr.  Sun  Yat-sen  is  an  honest  man,  a  true 
patriot,  qualities  that  may  not  be  discovered  in  any  of  the 
contemptible  knaves  who  have  usurped  the  reins  of  govern- 
ment and  forced  him  into  exile  and  from  power  during  the 
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past  seven  years.  Once  China  has  an  honest  and  patriotic 
executive,  surrounded  and  assisted  by  men  of  his  own  type, 
the  road  to  peace  and  prosperity  and  an  honorable  and 
dignified  place  amongst  the  nations  will  be  open  to  her. 
Mistakes  will  be  made,  but  I  repeat,  that  the  one  irreducible 
fundamental  requirement  for  the  regeneration  and  reorgani- 
zation of  China  is  honesty  and  probity  in  its  officials.  The 
example  can  only  come  from  above.  The  power  to  make  loans, 
hypothecate  national  resources  and  burden  the  masses  with 
enormous  debts  must  be  taken  from  individual  cabinet  ofl^i- 
cers  and  their  provincial  satellites  and  vested  with  a  parlia- 
ment co-operating  with  a  responsible  cabinet  and  an  honest, 
patriotic  President.  The  man  or  men  who  can  live  up  to  these 
standards  must  be  the  leaders  in  the  reconstruction  of 
China.  If  they  lack  experience,  they  may  surround  them- 
selves with  capable  foreign  advisers,  it  makes  little  differ- 
ence from  which  nationality  the  latter  are  chosen,  so  long 
as  China  is  placed  upon  her  feet  and  becomes  an  asset 
instead  of  a  liability  to  the  rest  of  the  world.  At  present 
she  is  a  mill-stone  around  the  neck  of  civilization  dragging 
it  down  into  another  quagmire  of  blood. 

Who  is  to  lead  China  along  the  road  to  recovery?  Surely 
Great  Britain  or  France  cannot  undertake  this  huge  task 
in  addition  to  their  other  burdens  of  empire.  Can  the 
United  States  assume  the  responsibility?  There  are  not 
ten  men  in  the  country  who  understand  the  problems  of  the 
Orient,  and  apparently  not  one  who  has  accurately  sensed 
the  fundamental  cause  of  the  unrest.  And  whoever  accepts 
the  task  of  regenerating  China  must  be  prepared  at  all  times 
to  defend  her  integrity.  Will  the  American  people  consent 
to  the  maintenance  of  a  large  armed  force  in  Chinese 
barracks  with  a  huge  reserve  army  at  home  ready  for 
immediate  embarkation  in  the  event  of  trouble?    Hardly. 

Comes  the  alternative :  can  China  be  directed  along  the 
road  to  strength  through  the  medium  of  an  international 
board  or  council  of  advisers?  There  is  no  use  dwelling 
upon  this  solution.  Such  a  board  would  be  a  development 
of  the  present  diplomatic  concert,  an  exaltation  of  intrigue, 
in  which  each  adviser  will  labor  to  safeguard  the  interests 
of  his  own  nation  and  oppose  any  measure  that  will  benefit 
the  others.  International  government  either  direct  or  indi- 
rect sounds  well  on  paper,  but  has  proven  a  failure  whenever 
applied  in  practice.  It  can  never  succeed  in  China.  In  the 
first  place  we  have  the  obstinate  opposition  of  a  great  neigh- 
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boring  Power,  who  insists  that  her  interests  in  that  part 
of  the  world  are  paramount  to  all  others,  that  her  con- 
tinued security  is  dependent  upon  the  elimination  of 
foreign  intervention  in  China.  Japan  says  that  China  is 
her  Mexico.  It  is  her  own  problem  and  not  only  has  she 
received  the  assent  of  her  European  Allies  to  the  applica- 
tion of  this  doctrine,  but  is  determined  to  enforce  it  if 
driven  to  desperation.  Is  the  United  States  with  its  Mon- 
roe Doctrine,  its  determination  to  prevent  foreign  inter- 
ference in  Mexico,  its  policy  which  embraces  a  paternal 
or  big-brotherly  interest  in  all  its  Latin  American  neigh- 
bors, the  nation  that  has  led  the  way  and  created  the  prece- 
dents in  international  law  that  Japan  has  adopted  for  her 
own  salvation,  is  she  to  be  the  one  Power  who  refuses  to 
admit  Japan's  right  to  apply  the  doctrine  in  eastern  Asia? 
Must  not  the  day  arrive,  when  because  of  the  continued 
chaos  in  Mexico,  other  Powers  may  demand  that  we  provide 
protection  to  the  lives  and  property  of  their  citizens,  or 
stand  aside,  while  they  do  it  themselves?  If  we  refrain 
from  performing  our  manifest  duty  in  Mexico  and,  like  a 
dog  in  the  manger,  growl  at  others  who  are  willing  to  under- 
take the  thankless  job,  if  we  will  not  police  our  own  back- 
yard, and  then  do  our  best  to  obstruct  other  Powers  in  Asia 
from  protecting  their  vital  interests  in  chaotic  China,  how 
can  we  hope  to  command  their  respect  or  good-will? 

In  the  event  of  internal  troubles  in  China,  of  boycotts, 
anti-foreign  or  Boxerlike  uprisings,  as  the  aftermath  of 
four  years  of  incessant  intrigue  in  that  country,  who  will 
be  called  upon  to  protect  the  lives  and  properties  of  foreign- 
ers? Can  the  European  Powers  or  the  United  States  guar- 
antee protection  to  their  nationals  in  China?  If,  as  the 
direct  outcome  of  the  recent  Kiaochao  decision,  the  Chinese 
now  resort  to  boycotts,  violence  and  other  acts  of  vengeance 
against  Japan,  as  they  have  threatened  to  do,  who  will 
be  held  liable  for  their  misfortunes  in  the  eyes  of  that 
nation  ?  It  is  only  necessary  to  run  back  over  the  events  of 
the  past  four  or  five  years  to  understand  that  they  will  hold 
the  United  States  directly  responsible  for  such  disturbances, 
they  will  recall  many  incidents  that  we  have  never  even 
heard  of,  they  will  charge  us  with  carrying  the  brunt  of 
the  diplomatic  intrigue  to  discredit  Japan  in  the  eyes  of 
China,  that  we  influenced  the  latter  to  place  their  case  in 
our  hands  at  the  Peace  Conference,  after  the  Chinese  had 
practically  consented  to  accept  their  leadership,  that  the 
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American  Minister  at  Peking  menaced  the  Chinese  Peace 
Plenipotentiary  for  visiting  Tokio.  The  latter  story  may 
be  false,  but  it  was  given  out  on  the  highest  authority  in 
Paris,  after  the  decision  went  against  China.  As  the  final 
proofs  of  this  book  are  being  read  comes  the  New  York 
Herald  special  dispatch  from  Peking,  dated  September  14, 
laying  the  blame  on  the  United  States  Legation  for  the 
recent  anti-Japanese  riot.  It  says:  "The  Japanese  press 
declares  Paul  S.  Reinsch,  American  Minister  who  resigned 
recently,  demanded  the  release  of  the  Chinese  students 
arrested  in  connection  with  the  anti-Japanese  demonstra- 
tion. The  President  refused,  whereupon  the  Inspector- 
General  of  Police  arbitrarily  released  the  students.  One 
of  the  Japanese  newspapers  states :  "The  American  Lega- 
tion was  undoubtedly  connected  with  the  riot,  the  Inspector- 
General  co-operating  with  the  Anglo-American  legations." 
The  stories  may  or  may  not  be  true.  It  makes  no 
difi^erence  whether  they  are  true  or  false.  Many  falsehoods 
have  passed  for  truths  during  the  past  five  years,  in  order 
to  excite  the  passions  of  the  warring  nations.  Loss  of 
Japanese  lives  and  property  in  China  as  the  result  of  the 
present  tension  will  be  laid  directly  at  the  door  of  the 
American  people,  whose  diplomats  and  others  led  the 
Chinese  to  believe  that  Japan  would  be  ousted  from  Shan- 
tung, the  1915  Treaty  cancelled  and  the  subsequent  agree- 
ments swept  aside.  And  the  great  American  public,  main- 
tained in  complete  ignorance  of  the  real  play  staged  behind 
the  scenes,  will  wonder  what  it  is  all  about,  and  refuse 
to  sanction  the  dispatch  of  an  army  to  China  to  assist  in 
restoring  order  and  confidence.  Japan  will  have  to  face 
the  problem  alone.  We  will  have  applied  the  match  to  the 
tinder  and  then  from  a  far-off  place  of  safety  stand  help- 
less while  others  extinguish  the  conflagration. 

There  exist  weighty  reasons  fully  explained  in  the  pre- 
ceding pages  which  draw  us  closely  to  Japan  in  bonds  of 
mutual  protection.  Whether  we  wish  to  admit  it  or  not, 
the  Russian  menace  is  a  very  real  and  live  one,  intensified 
tenfold  by  the  certainty  of  its  recrudescence  under  German 
direction,  placing  Japan  in  a  most  delicate  position  holding 
the  eastern  front  for  civilization  in  the  depths  of  Asia. 
Every  sentiment  of  loyalty,  gratitude,  wisdom  and  friend- 
ship calls  upon  us  to  stand  by  her,  to  aid  her  with  moral 
and  material  support,  for  on  her  shoulders  alone  will  fall 
the  burden  of  resisting  the  flood  from  the  west.     If  the 
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Kolchak  government  falls,  if  the  thin  line  of  resistance 
gives  v^^ay  w^est  of  the  Urals  and  the  red  wave  of  Bol- 
chevism  sweeps  onward  into  China  who  will  be  called  upon 
to  preserve  Asia  from  ruin  ?  And  let  us  remember  that  the 
Bolshevists  are  marching  eastward,  crying  "On  to  China." 
While  we  sleep  in  peace  and  comparative  comfort  in  the 
United  States  safe  from  the  horrors  of  these  old-world  up- 
heavals, the  Japanese  are  forced  to  preserve  intact  their  line 
of  defense  to  oppose  the  onward  march  of  their  natural  en- 
emies, and  at  the  same  time  cope  with  the  secret  opposition 
of  a  one-sided  diplomacy.  Put  an  end  to  it.  Let  us  wake 
up  before  it  is  too  late.* 

Let  us  shape  our  diplomcay  toward  building  up  a  strong 
China  allied  or  associated  with  Japan,  so  that  the  inert 
mass  may  be  moulded  into  an  efficient  instrument  of  de- 
fense, and  made  to  contribute  its  proportionate  share  of 
the  men,  money  and  resources  required  for  its  own  protec- 
tion and  the  security  of  Japan.  Japan  has  carried  the 
burden  imposed  upon  her  through  China's  cowardice,  per- 
fidy and  desire  for  revenge  long  enough.  By  all  rules  of  fair 
play,  China  should  have  been  made  to  pay  her  share  of  the 
costs  of  the  war  with  Russia.  Through  the  latter's  con- 
tinued occupation  of  northern  Manchuria  and  feverish 
preparations  for  a  war  of  revenge  Japan's  financial  back 
has  been   almost   broken   with  the  heavy  burden   of  debt 


*"I  wish  T  could  make  it  clear  to  my  American  readers  that  it  is  not  im- 
poriallsm.  militarism,  innate  and  essential  evil,  which  underlies  French  pol- 
icy today,  but  an  effort,  with  the  lessons  of  the  immediate  past  as  well  as  the 
remote  past  in  mind,  to  guard  against  a  repetition  of  the  invasions  which 
for  centuries  have  periodically  overwhelmed  the  French  people.  The  great 
protest  in  France  today  against  American  policy  lies  in  the  fact  that  Amer- 
ica, with  perfect  impunity  so  far  as  she  herself  is  concerned,  Is  arousing 
animosities  and  resentments  which  on  the  day  of  judgment  will  react  upon 
the  French,  without  any  certainty  that  America  will  be  there  to  help  them 
bear  the  burden.  .  .  .  But  Great  Britain  and  France,  with  their  smaller  allies 
separated  from  them  by  the  group  of  hostile  enemy  powers,  could  hardly 
expect  victory  in  another  war  unless  the  United  States  or  Russia  stood  \vith 
them,  and  for  the  fvtnre  there  is  every  possibilitri  that  Rit^sia,  whether 
BolshctHst  or  reactiondry,  would  stand  tvith  the  Germans." 

Thus  writes  Frank  H.  Simonds.  the  recognized  authority  on  Ein-opean 
affairs,  in  the  New  York  Tribune  of  Sejitember  7.  The  same  reasoning,  the 
same  argument,  applies  with  equal  force  to  Japan's  position  in  the  Orient. 
Her  imperialism  and  militarism  is  nothing  more  than  the  outward  manifes- 
tation of  the  determination  of  a  virile  people  to  defend  their  national  exist- 
ence against  the  menace  of  Russia,  and  there  is  no  assurance,  no  certainty 
when  the  day  dawns  for  Japan  to  again  place  her  legions  in  motion  that  the 
TTnited  States  or  the  League  of  Nations  will  be  there  to  help  thein  stem  the 
Teutonized  Slav  tide  of  invasion.  The  open-door  policy  of  the  United  States 
did  nothing  to  save  them  in  1904  :  on  the  contrary,  by  its  non-application  at 
that  time  to  check  Russia,  it  contributed  to  laying  Japan  open  to  attack. 
Mr.  Simonds  again  adds  his  valuable  testimony  to  the  future  line-up  that 
will  throw  Russia  and  Germany  together  against  the  Allies,  and  as  the 
Western  front  will  probably  resist  the  pressure,  the  hoides  of  Russia,  led  by 
Germany,  will  seek  the  path  of  least  resistance — to  the  East.  And  coinci- 
dent with  the  publication  of  Mr.  Simonds'  article  comes  the  declaration  of 
Ivenine  that  the  first  political  aim  of  the  Bolsheviks  is  to  rid  Siberia  of 
Japanese  and  Americans  and  "repel  their  shameless,  criminal,  bandit-like 
invasion  of  Russia  that  serves  only  to  enrich  their  capitalists." 
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imposed  upon  her  to  keep  pace  with  her  old  enemy,  while 
China,  whose  weakness  and  venality  created  the  menace, 
escapes  scot  free.  In  view  of  the  new  danger  that  must 
sooner  or  later  be  faced,  China  should  be  made  to  under- 
stand that  she  cannot  play  with  her  own  or  her  neighbor's 
safety  any  longer. 

The  only  safe,  secure  and  permanent  guarantee  for  the 
peace  of  eastern  Asia,  is  the  Anglo-Japanese  Alliance. 
There  is  no  necessity  to  dilate  upon  this  point.  Great 
Britain's  power  to  assist  Japan  for  some  years  to  come  will 
be  limited  to  the  sea.  Her  broken  financial  supremacy 
prohibits  the  extension  of  any  considerable  material  aid 
now  so  urgently  needed.  China  is  bankrupt,  a  hopeless 
wreck.  It  therefore  devolves  upon  the  United  States  to 
take  over  her  share  of  the  burden  by  putting  an  end  to 
Chinese-American  intrigue  and  announcing  openly  its  de- 
termination to  extend  financial  assistance  to  Japan  in  Man- 
churia and  Inner  Mongolia. 

A  strong  China  allied  or  associated  with,  or,  under 
the  guidance  of  Japan,  protected  by  the  Anglo-Japanese 
Alliance  and  reinforced  with  the  moral  and  material  coopera- 
tion of  the  United  States,  becomes  the  one  and  only  solution 
to  an  otherwise  dangerous  menace  to  the  peace  of  the  world. 
It  is  the  only  coalition  that  can  withstand  the  coming 
troubles  in  Asia,  the  only  guarantee  against  aggression  for 
China,  Japan  and  India  and  the  one  safe  insurance  for 
our  own  peace  and  happiness  in  the  Pacific ;  the  key  to  the 
racial  puzzle. 

Before  rushing  ahead  with  an  unworkable  Consortium 
designed,  without  consultation  with  China,  by  the  American 
Minister  at  Peking  in  order  to  deprive  Japan  of  the  means 
of  properly  defending  her  position  in  Asia,  let  us  retreat 
to  an  isle  of  safety,  and  look  ahead  before  we  saunter 
out  gaily  in  front  of  the  locomotive.  The  State  Department 
gave  out  to  the  press  in  the  early  part  of  August  the  orig- 
inal letter  and  accompanying  memorandum  from  Minister 
Reinsch  to  the  Chinese  Foreign  Office,  disclosing  that  he 
had  taken  the  initiative  on  July  10,  1918,  in  communicating 
to  the  Chinese  authorities  copies  of  confidential  letters 
exchanged  between  certain  American  banks  and  himself  on 
the  subject  of  the  formation  of  the  American  Group  for 
the  purpose  of  rendering  financial  assistance  to  China.  The 
published  correspondence  fails  to  inform  the  public  as  to 
whether    Minister    Reinsch    received    definite    instructions 
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from  the  State  Department  to  initiate  this  confidential  cor- 
respondence with  American  bankers  or  not.  On  its  face 
it  appears  to  be  a  confession  that  Minister  Reinsch  went 
ahead  without  reference  to  the  policy  of  the  President  and 
interested  the  American  bankers  and  then  influenced  the 
State  Department  to  reverse  the  principles  set  forth  so 
emphatically  by  President  Wilson  in  March,  1913,  when  he 
denounced  in  no  uncertain  terms  the  monopoly  and  its  bear- 
ing on  the  administrative  independence  of  China.  It  seems 
to  be  a  frank  admission  that  the  policy  of  the  nation  in 
these  vital  matters  was  being  guided  by  Peking  instead  of 
Washington,  and  aimed  directly  at  Japan  under  cover  of 
friendly  interest  in  China. 

The  question  naturally  arises:  why  did  Minister 
Reinsch  take  such  an  active  part  in  these  conversations 
and  confidential  correspondence  with  bankers?  Whose  in- 
structions did  he  follow  when  he  stepped  outside  the  bounds 
of  diplomacy  and  became  a  promoter  of  Chinese  loans  and 
concessions,  first  in  the  matter  of  the  Siems-Carey-National 
City  Bank  combination,  and  then,  when  this  had  broken 
down  through  his  own  ignoring  of  vital  international 
politics,  and  his  fault  in  not  communicating  the  facts  to  the 
State  Department,  who  instructed  him  to  undertake  the 
creation  of  a  new  Consortium  to  take  the  place  of  the  one 
destroyed  by  the  President?  What  are  the  functions  of  an 
American  diplomat?  How  far  is  secret  diplomacy  and 
confidential  financial  correspondence  compatible  with  the 
dignity  of  the  office  of  the  representative  of  the  President 
of  the  United  States?  What  right  has  secret  diplomacy 
to  set  aside  the  legitimate  activities  of  the  private  citizen? 
The  nation  is  entitled  to  have  the  facts  in  this  matter,  and 
be  enlightened  as  to  the  identity  of  the  diplomatic  genius 
who  has  directed  our  Far  Eastern  policy  in  complete  vari- 
ance with  the  principles  pronounced  by  the  President.  Did 
the  President  reverse  himself  or  was  he  influenced  from 
Peking?  It  is  important  for  the  nation  to  know,  for  then 
we  will  have  a  better  understanding  of  why  our  diplomacy 
has  broken  down, why  Japan  refuses  to  be  led  by  a  stratagem 
devised  by  a  diplomat  known  to  be  bitterly  hostile  to  her 
policy  in  China. 

Before  condemning  Japan  for  her  determination  to  re- 
serve Manchuria  and  Inner  Mongolia  from  the  scope  of  the 
Consortium,  let  us  return  to  the  cautious,  wise  and  states- 
manlike policy  of  the  President,  who  laid  down  a  definite 
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program  for  the  guidance  of  our  Far  Eastern  affairs  in 
May,  1915,  when  confronted  with  the  Japanese  demands, 
which  was  reiterated  in  September  of  1916  and  emphasized 
in  October  when  the  nation  had  to  face  the  fruits  of  the 
violation  of  this  policy  in  the  matter  of  the  protests  against 
the  activities  of  the  American  railway  contractors.  No 
matter  how  much  we  may  legitimately  disagree  with  Presi- 
dent Wilson's  policies  in  other  matters,  the  American  peo- 
ple to  a  man  will  indorse  the  wisdom  of  his  Far  Eastern 
attitude,  in  that  these  matters  were  not  the  sole  concern 
of  the  United  States,  that  the  other  Powers  were  equally 
and  vitally  interested,  and,  therefore,  any  attempt  to  solve 
them  should  be  left  until  the  termination  of  the  war,  and 
then  either  at  the  Peace  Conference  or  a  special  interna- 
tional convention  to  be  called  for  that  purpose,  to  have  the 
question  of  China  decided  for  all  time.  Any  attempt  to  rush 
the  solution  to  provide  openings  for  American  capital  that 
was  not  over-anxious  to  enter,  after  the  many  defeats  we 
had  experienced,  could  only  result  in  further  humiliation. 
As  it  is,  it  has  brought  about  the  complete  breakdown 
of  our  diplomacy  and  prestige. 

And,  before  we  compromise  ourselves  to  a  policy  orig- 
inating under  such  peculiar  conditions,  let  us  ascertain  the 
wishes  of  China  in  this  matter  which  so  closely  concerns 
her  vital  interests.  Does  China  want  the  Consortium? 
Will  she  be  bound  by  it?  She  did  not  request  it;  it  was 
forced  upon  her  by  the  initiative  of  the  American  Minister. 
I  may  say  with  all  authority,  that  China  does  not  want  the 
Consortium,  and  will  be  bound  by  its  provisions  only  until 
such  time  as  she  can  raise  loans  elsewhere.  We  may  com- 
pel her  to  accept  this  financial  imposition,  but  so  long  as 
China  is  recognized  as  a  sovereign  state  her  Government 
will  leave  no  stone  unturned  to  find  the  means  to  escape 
from  the  monopoly  which  undermines  its  administrative 
independence.  And  she  will  turn  with  joy  to  Germany  or 
Russia  and  repeat  her  past  performances  and  open  the 
door  through  her  territories  to  the  undoing  of  those  who 
impose  this  humiliating  condition  upon  her.  In  making  this 
statement  I  can  assert  with  all  emphasis  that  it  expresses 
the  opinion  of  every  Chinese  statesman  and  official  I  have 
discussed  the  matter  with.  They  resent  the  fact  they  have 
not  been  consulted.  To  them  the  fact  that  their  ideas  have 
not  been  heeded,  constitutes  a  deep  insult.  Whatever 
scheme  is  decided  upon  by  the  Consortium  must  eventually 
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be  placed  before  the  Chinese  for  approval,  and  it  is  a  fore- 
gone conclusion  they  will  accept  no  proposition  that  does  not 
provide  for  full  and  complete  restoration  of  their  sov- 
ereignty in  matters  overlooked  by  the  Consortium.  There 
is  only  one  plan  which  meets  with  their  approval,  and  as 
it  cannot  be  carried  out  owing  to  the  impossibility  of  its 
acceptance  by  the  Consortium,  their  future  attitude  can  be 
clearly  forecasted. 

China's  most  pressing  need  is  money,  but  more  pressing 
still  is  the  demand  for  security.  If  the  American  people 
desire  to  know  the  attitude  of  official  China  on  the  Con- 
sortium, they  have  only  to  read  between  the  lines  in  the 
interview  with  Foreign  Minister  Liu  Tseng-tsiang  given  to 
the  correspondent  of  the  International  News  Service  and 
published  in  the  press  of  America  on  August  14.  Minister 
Liu  is  the  Peace  Plenipotentiary  at  Paris,  the  head  of  the 
Chinese  delegation,  who  committed  his  government  last 
year  to  the  further  Japanese  agreements  in  Manchuria  and 
Mongolia,  ratifying  the  treaties  arising  out  of  the  Twenty- 
One  Demands.    He  said : 

"China  wants  a  period  of  security  against  exploita- 
tion   and    the    elimination    of    further    domination    by 
foreign  Powers.     This  security,  w^e  think,  has  not  yet 
been  assured  by  the  treaty  of  Versailles.     China  wants 
to   develop   after   her   own    ideals,    not   those   of   some 
foreign    Power.      Most    of    the    people    say    we    need 
finances  most.     I  do  not  think  so.     Finances  are  cer- 
tainly important,  but  there  is  another  important  thing. 
China  expects  the  friendly  nations,  particularly  America, 
to  give  her  a  period  of  security — a  period  during  which 
she  can  reconstruct  her  administration." 
Quite  right.     China  needs  money  but  not  so  badly  as 
to  hand  herself  over  body  and  soul  to  a  new  Consortium, 
which,  by  the  pooling  of  all  her  concessions  will  gradually 
shape  itself  into  a  sort  of  super-government  circumscribing 
her  sovereign  powers  in  financial  matters. 

Let  us  not  forget  the  baneful  effect  of  the  first  Con- 
sortium Loan  to  "Republican"  China,  which  fastened  a 
military  autocracy  upon  the  nation,  and  sounded  the  death 
knell  to  hopeful  Democracy.  Let  us  remember  that  the 
southern  leaders  grouped  around  Dr.  Sun  Yat-sen  gladly 
relinquished  their  opportunity  for  wealth  and  power  and 
congratulated  President  Wilson  for  his  adhesion  to  prin- 
ciples which  meant  so  much  to  the  success  of  democratic 
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government  in  China.  Let  us  ask  ourselves  who  is  to  be 
benefited  by  the  operations  of  the  new  Consortium ;  the  real 
leaders  of  New  China,  the  hope  of  the  future,  or  the  de- 
based, corrupt,  traitorous  and  incompetent  hordes  of  mili- 
tary grafters  now  usurping  the  power  in  Peking  and  the 
provinces.  Are  the  men  who  have  sold  their  country's 
birthright  during  the  past  seven  years,  and  who  deliberately 
conspired  to  embroil  the  United  States  in  war  with  the  Four 
Allies  at  a  time  when  the  latter  were  struggling  for  their 
lives  with  Germany,  who  have  schemed  and  intrigued  to  pit 
this  nation  against  Japan  in  order  that  they  might  hold  their 
power,  who  have  devised  plan  after  plan  to  embarrass  the 
United  States  and  are  now  occupied  in  widening  the  breach 
between  this  country  and  Japan,  are  the  knaves,  who,  for 
the  sake  of  a  miserable  half  million  dollars  in  cash  when 
they  saw  the  imperial  house  of  cards  tumbling  about  their 
ears,  sold  the  future  of  China  and  opened  the  way  for 
foreign  participation  in  the  profits  of  all  their  railway  lines, 
who  have  saddled  the  nation  with  a  burden  of  debt  from 
which  there  seems  to  be  no  escape,  are  these  the  poor  apolo- 
gies for  statesmen  that  are  to  be  bolstered  up  and  made 
the  beneficiaries  of  loans  under  a  new  Consortium  that  may 
only  be  raised  from  the  savings  of  the  great  Democracy 
of  America?     Perish  the  thought! 

Before  we  waste  more  time  in  this  profitless  scheming 
and  trying  to  solve  a  world  problem  through  finance  instead 
of  diplomacy,  let  us  leave  this  matter  to  a  general  inter- 
national convention,  or,  to  the  League  of  Nations.  Let  us 
return  to  the  original  policy  of  the  President  and  his  stand 
on  the  Consortium,  and  place  the  question  squarely  before 
the  Powers,  where  China  will  have  a  chance  to  present  her 
full  case  instead  of  the  insignificant  phase  embraced  in  the 
Shantung  matter.  It  is  the  wise  thing  to  do.  It  may 
result  in  the  restoration  of  American  prestige  in  the  Orient. 

In  the  meantime,  the  American  Government  should 
admit  the  justice  and  logic  of  Japan's  strategical  position 
in  Manchuria  and  Inner  Mongolia  and  at  once  desist  from 
further  attempts  to  penalize  her  through  the  pooling  of 
these  railways  under  an  international  Consortium,  that 
solves  nothing  but  a  profit  to  a  favored  banking  group.  If 
the  American  Government  insists  on  proceeding  with  the 
Consortium,  let  its  immediate  operations  be  confined  to 
purely  administrative  loans.  If  it  is  unwilling  to  modify  its 
policy,  if,  in  pursuit  of  a  principle,  it  insists  that  Japan  be 
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penalized  while  Russia  is  at  liberty  to  operate  independently, 
let  the  question  be  placed  before  the  American  people.  The 
American  Government  cannot  place  itself  in  the  position  of 
compelling  Japan  to  commit  hari-kari,  by  depriving  her  of 
the  right  to  defend  herself  or  of  having  legitimate  access  to 
the  American  investor.  There  are  many  true  friends  of 
Japan  in  the  United  States  who  are  willing  to  support  her 
and  furnish  the  funds  for  development  and  defense,  if  the 
State  Department  will  perform  its  legitimate  functions  and 
preserve  an  open  financial  market. 

The  policy  of  the  Government  should  be  so  shaped  as  to 
encourage  American  investments  in  safe  Chinese  Govern- 
ment loans,  especially  those  for  the  immediate  construction 
of  the  Sino-Japanese  strategic  railways  in  Manchuria  and 
Mongolia.  There  are  financiers  in  the  United  States  who 
would  willingly  and  gladly  co-operate  with  Japan  in  these 
matters,  but  dare  not  act  because  of  the  attitude  of  the  State 
Department  in  adhering  to  old  traditions  arising  from  years 
of  Chinese-American  intrigue. 

If  we  desire  to  show  our  respect  for  Japan  and  coun- 
teract the  mistakes  of  the  past  few  years,  if  we  wish  to 
bind  Japan  to  us  by  bonds  of  friendship  that  can  never  be 
shaken,  let  us  at  once  recognize  her  pressing  problem,  and 
show  our  appreciation  of  her  desperate  position  by  imme- 
diate consent  to  the  raising  of  loans  that  will  push  her 
strategic  railways  to  completion  within  the  next  five  or  six 
years,  while  there  is  yet  time.  This  is  our  duty,  not  only 
to  Japan,  to  China,  Great  Britain,  but  ourselves.  Japan 
is  our  outpost  in  eastern  Asia,  the  complement  of  France 
on  the  west.  Japan  holds  railway  rights  and  concessions 
for  approximately  2500  miles  of  railways  imperative  for 
the  defense  of  her  position,  for  the  preservation  of  China's 
independence.  They  will  call  for  approximately  $200,- 
000,000  in  the  next  six  years  to  carry  the  plan  into  execution 
and  erect  a  barrier  deep  in  the  confines  of  Mongolia  that 
will  serve  as  her  outer  line  of  defense  against  the  "come- 
back" of  the  Teutonized-Slav  hosts. 

Our  plain  duty  lays  before  us.  If  we  waver,  or  shirk 
our  responsibility,  we  notify  Japan  that  she  must  fight  the 
battle  alone,  we  invite  her,  almost  force  her,  in  despera- 
tion into  the  arms  of  Germany  and  Russia.  We  place  on 
record,  that  the  great  American  nation  is  indeed  at  heart 
an  enemy  of  Japan.  This  is  inconceivable.  If  the  American 
Government  feels  that  its  duty  to  China  is  paramount  to 
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its  obligations  to  Japan  and  its  concern  for  its  own  peace 
and  happiness,  and  is  unwilling-  to  place  on  record  its  official 
consent,  then  let  the  government  stand  aside  and  permit  the 
American  people  to  decide  the  issue.  Let  the  government 
give  its  consent  by  maintaining  strict  neutrality,  so  that  the 
doors  of  our  banking  institutions  may  be  opened  to  inde- 
pendent Japanese  loans  for  the  construction  of  these  strategic 
Chinese  railways  and  other  urgent  developments,  and  permit 
the  friends  of  Japan  to  register  their  answer  by  subscrip- 
tions to  the  bond  issue.  Let  the  Consortium  confine  its 
monopoly  to  strict  Chinese  adm.inistrative  loans,  as  long  as 
it  can  be  done,  but  open  the  door  for  independent  Japanese 
transactions.  If  we  are  seeking  for  a  solution  to  the  most 
urgent  side  of  this  mighty  problem,  it  is  here. 

And  now  let  us  give  a  parting  thought  to  the  urgent 
need  of  China  and  examine  Dr.  Sun  Yat-sen's  railway  and 
colonization  plan.  A  glance  at  the  map  shows  that  the 
eastern  base  line  from  the  port  to  Moho,  outflanks  Japan's 
position,  and,  by  throwing  out  spurs  from  the  backbone 
toward  the  Siberian  border  at  strategic  points,  places  the 
entire  scheme  at  the  disposal  of  Russia  for  the  undoing  of 
Japan  and  the  complete  subjugation  of  China  itself.  Now 
Dr.  Sun  Yat-sen  cannot  be  accused  of  playing  the  Russian 
game.  He  is  one  of  the  few  Chinese  thinkers  who  realizes 
the  danger  from  that  quarter.  If  anything,  he  is  pro- 
Japanese  and  favors  some  mutual  arrangement  under  whose 
provisions  China  and  Japan  can  work  out  their  destiny  in 
Asia,  not  as  conquerors,  but  as  a  means  of  enabling  the 
Mongolian  race  to  survive  against  the  pressure  of  the  Slav. 
The  railway  lines  proposed  by  Dr.  Sun  cannot  be  built  by 
China  alone,  and  any  attempt  to  force  the  issue  while  China 
is  still  in  her  weak  and  helpless  condition  would  only  invite 
her  destruction.  Before  China  may  embark  on  this  or 
any  other  ambitious  program  for  the  reclamation  of  Mon- 
golia, she  must  strengthen  her  position  by  outer  lines  of  de- 
fense. To  start  on  this  scheme  before  terminating  the  outer 
Japanese  lines  would  simply  open  the  flood  gates  to  the 
armies  of  Russia  for  the  final  subjugation  of  China  and  the 
rout  of  Japan.  Dr.  Sun's  scheme  can  only  be  safely  car- 
ried into  execution  by  first  erecting  the  Inner  Mongolian 
barrier,  which  China,  in  her  present  condition,  will  not  be 
permitted  to  do  by  Russia.  This  task  must  therefore  be 
taken  over  by  Japan  through  railway  rights  that  Russia 
may   not   question,   and   then,   when   these   are   completed, 
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China  and  Japan  may  hazard  the  next  forward  move.  To 
initiate  Dr.  Sun's  scheme  at  this  time  would  simply  invite 
disaster  for  both  nations. 

And  yet,  Dr.  Sun  Yat-sen  is  right.  These  railways  must 
be  constructed,  Mongolia  must  be  thrown  open  to  settle- 
ment, in  order  to  relieve  the  congestion  in  China  and  bring 
about  a  rational  and  peaceful  solution  to  the  great  racial 
problem.  The  issue  with  Russia  must  be  faced  in  time. 
There  can  be  no  permanent  peace  in  Asia  with  these  great 
problems  unsettled.  There  is  no  room  here  for  compromise 
or  the  injection  of  ideals.  It  is  a  clean-cut,  cold-blooded 
struggle  for  existence,  for  the  right  to  live,  and  the  man 
or  nation  who  attempts  to  hold  these  mighty  natural  forces 
in  check,  will  be  well  advised  to  consider  the  consequences. 
If  the  Yellow  Man  is  to  succeed  in  the  great  struggle  for 
existence  on  the  plains  of  Asia,  Japan  will  be  called  upon 
to  carry  the  brunt  of  the  fight.  She  will  need  support,  and 
the  Inner  Mongolian  and  Manchurian  railways  are  her  main 
bulwark,  her  main  line  of  defense.  They  should  be  con- 
structed without  delay,  and  then,  the  way  is  opened  for  the 
further  development  of  Mongolia  with  some  hope  of  suc- 
cess. 

In  conclusion,  let  us  bear  in  mind  that  the  pooling  of 
railway  concessions  under  the  new  Consortium  designed 
for  the  purpose  of  handicapping  Japan,  must  also  embrace 
those  lines  created  by  other  Powers  for  purely  political 
and  strategical  reasons.  The  plan  may  be  rejected  by  China. 
She  may  refuse  to  revise  the  financial  conditions  of  all  her 
outstanding  railway  agreements  on  the  basis  of  the  Ameri- 
can terms,  and  so  make  extremely  diflScult  their  execution 
for  many  years.  The  Chinese  parliament  may  annul  the 
American  contract  as  the  easiest  way  out  of  an  impossible 
situation.  If  these  old  political  railway  concessions  cannot 
be  financed,  so  much  the  better  for  China.  She  holds  the 
whip-hand.  They  were  not  designed  for  her  benefit,  but  for 
her  destruction.  She  might  well  refuse  to  listen  to  any 
plan  for  pooling  them  and  exercise  her  sovereign  right  to 
cancel  them,  and  place  her  case  in  the  hands  of  Japan.  She 
may  insist  that  through  the  inability  of  the  concession- 
holders  to  carry  out  their  contracts,  that  her  own  interests 
should  be  safe-guarded,  and  hand-in-hand  with  Japan  ask 
for  the  loans  that  will  enable  them  to  jointly  face  the 
dreaded  menace  from  the  north.  Then,  what  answer  could 
the  Powers  make  to  this  reasonable  demand?       Suppose 
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that  China,  supported  by  Japan  should  request  the  can- 
cellation of  the  Belgian  contracts  which,  through  their  Rus- 
sian complexion,  have  created  all  the  trouble,  what  would 
the  other  Powers  say?  There  are  excellent  reasons  why 
the  old  clique  in  Peking  will  never  ask  for  the  cancellation 
of  the  Belgian  concessions,  but  a  new  government  might  well 
insist  that  it  be  done.  In  view  of  all  these  *facts  could  the 
United  States  refuse  to  listen  to  such  a  request  and  per- 
sist in  carrying  into  operation  an  utterly  impracticable  con- 
sortium which  rivets'  upon  China  these  old.  political  con- 
cessions so  inimical  to  her  own  and  her  neighbors'  security? 
If  China  is  to  assume  her  share  of  the  word's  burdens 
and  become  a  tower  of  strength  for  Peace  in  Asia,  she 
should  be  assisted  in  freeing  herself  from  the  chains  which 
now  hold  her  in  bondage,  instead  of  riveting  them  anew 
through  the  operation  of  a  one-sided  Consortium,  and  she 
should  be  permitted  to  strengthen  herself  where  she  is  now 
the  weakest,  in  Mongolia.  There,  under  the  guidance  and 
protection  of  Japan,  let  the  Yellow  Men  together  reclaim 
the  lands  that  are  theirs  by  right,  let  them  work  out  their 
salvation  with  the  hearty,  friendly  co-operation  of  Great 
Britain  and  the  United  States,  let  them  find  the  solution  of 
the  Racial  Problem,  assuring  to  Americans  the  peace  of  the 
Pacific  and  to  Britain  the  security  of  India. 
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